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The information contained in this Annual Reportusrent at November 17, 2006 except where a diftedtate is specified.
Unless otherwise specified, all monetary amourgseapressed in Canadian dollars.

Financial information is presented in accordancthwiccounting principles generally accepted in @andifferences between accoun
principles generally accepted in Canada and inJthided States, as applicable to our company, dréos# in Note 15 to the accompany
consolidated financial statements.

The following table sets forth certain standardwaysions from the International System of Units tfiseunits) to the Standard Imperial Un

Conversion Table

Metric Imperial
1.0 millimetre (mm) = 0.039 inches (in)
1.0 metre (M) = 3.28 feet (ft)
1.0 kilometre (km) = 0.621 miles (mi)
1.0 hectare (ha) = 2.471 acres (ac)
1.0 gram () = 0.032 troy ounces (0z)
1.0 metric tonne (t) =  1.102 short tons (ton)
1.0 g/t = 0.029 oz/ton

Forward-Looking Statements

This report contains forwardoking statements within the meaning of the Uniftdtes Private Securities Litigation Reform Act1®0f
concerning our exploration, operations, plannedisitipns and other matters. These statementtertdaanalyses and other information
are based on forecasts of future results, estinodt@mounts not yet determinable and assumptionsasfagement.

Statements concerning mineral resource estimatgsafaa be deemed to constitute forwémdking statements to the extent that they inv
estimates of the mineralization that will be endeuved if the property is developed, and based amioeassumptions that the mineral deg
can be economically exploited. Any statements &éxgiress or involve discussions with respect taipt®ns, expectations, beliefs, ple
projections, objectives, assumptions or future &en performance (often, but not always, usingdsar phrases such as “expects” doé:
not expect”, “is expected”, “anticipates” or “domet anticipate”, “plans”, “estimates” or “intendsdr stating that certain actions, event
results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved) are not statenoémtistorical fact and may be “forward-
looking statements.” Forwaildoking statements are subject to a variety ofsriskd uncertainties, which could cause actual svantesult
to differ from those reflected in the forward-longistatements, including, without limitation:

« risks and uncertainties relating to the interpretabf drill results, the geology, grade and couitiy of mineral deposits;

« the possibility that future exploration, developrnenmining results will not be consistent with @xpectations;

« mining exploration risks, including risks relatedl accidents, equipment breakdowns or other ungated difficulties with ¢
interruptions in production;

« the potential for delays in exploration activities;

« risks related to the inherent uncertainty of exalimn and cost estimates and the potential for p@ebed costs and expenses;
« risks related to commodity price fluctuations;

« the uncertainty of profitability based upon ourtbig of losses;




« risks related to failure to obtain adequate finagan a timely basis and on acceptable terms;
« risks related to environmental regulation and lighi

« political and regulatory risks associated with mgand exploration; and

« other risks and uncertainties related to our prosp@roperties and business strategy.

Some of the important risks and uncertainties tloald affect forward looking statements are desdtifurther in this document under
headings “Risk Factors”, “Business Overview”, “Pedly, Plants and Equipment” and “Operating and kame&l Review and Prospects.”
Should one or more of these risks and uncertaimiaterialize, or should underlying assumptions princorrect, actual results may v
materially from those described in forward-lookistatements. Forward looking statements are madedban managemeatbeliefs
estimates and opinions on the date the statememtmade and we undertake no obligation to updateaim{ooking statements if the
beliefs, estimates and opinions or other circuntgarshould change. Investors are cautioned againisiuting undue certainty to forward-
looking statements.




CAUTIONARY NOTE TO UNITED STATES READERS -

AND RESERVE ESTIMATES IN THE UNITED STATES AND CANA DA

Mineral Reserve

Mineral Resource

The definitions of “mineral reserves”, “proven reial reserves” and “probable mineral reserves,” as
used in this report, are Canadian mining termsefised in accordance witational Instrument 43-
101 - Standards of Disclosure for Mineral Projectsder the guidelines set out in the Canadian
Institute of Mining, Metallurgy and Petroleum (tK€IM”) Standards on Mineral Resources and
Mineral Reserves Definitions and guidelines adofitedhe CIM Council on August 20, 2000. CIM
standards differ from the standards in the UnitedeS.

Under United States standards, a “mineral reseivekefined as a part of a mineral deposit which
could be economically and legally extracted or picmt at the time the mineral reserve
determination is made, where:

“reserve” means that part of a mineral deposit Witian be economically and legally extracted or
produced at the time of the reserve determination;

“economically” implies that profitable extractionr goroduction has been established or
analytically demonstrated to be viable and judtifaunder reasonable investment and market
assumptions; and

while “legally” does not imply that all permits ried for mining and processing have been
obtained or that other legal issues have been aeiplresolved, for a reserve to exist, there
should be a reasonable certainty based on appditalk and regulations that issuance of permits
or resolution of legal issues can be accomplishealtimely manner.

Mineral reserves are categorized as follows orbtsss of the degree of confidence in the estimbte o
the quantity and grade of the deposit.

Under United States standards, proven or measessives are defined as reserves for which (a)
quantity is computed from dimensions revealed ittiaps, trenches, workings or drill holes, grade
and/or quality are computed from the results ofaiied sampling and (b) the sites for inspection,
sampling and measurement are spaced so closelhamgptographic character is so well defined that
size, shape, depth and mineral content of resemeewell established.

Under United States standards, probable reseneslefined as reserves for which quantity and

grade and/or quality are computed from informasamilar to that of proven reserves (under United

States standards), but the sites for inspectiompbag, and measurement are further apart or are
otherwise less adequately spaced. The degree ofaase, although lower than that for proven

mineral reserves, is high enough to assume cokibeiween points of observation.

AT THIS TIME, NONE OF OUR PROPERTIES CONTAIN ANY MI NERAL RESERVE
ESTIMATES IN ACCORDANCE WITH SEC GUIDE 7.

While the terms “mineral resource,” “measured maheesource,” “indicated mineral resource,” and
“inferred mineral resource” are recognized and iegu by Canadian regulations, they are not
defined terms under standards in the United St&essuch, information contained in this report
concerning descriptions of mineralization and reses under Canadian standards may not be
comparable to similar information made public bySUcompanies subject to the reporting and
disclosure requirements of the Securities and BExghaCommission. “Indicated mineral resource”
and “inferred mineral resource” have a great amadintncertainty as to their existence and a great
uncertainty as to their economic and legal feagjbilt can not be assumed that all or any pararof
“indicated mineral resource” or “inferred minerasource” will ever be upgraded to a higher
category. Investors are cautioned not to assuneattyapart or all of mineral deposits

DIFFERENCES REGARDING THE DEFINITIONS OF RESOURCE



in these categories will ever be converted inserees.




Glossary

Except as otherwise identified, the following terméen used herein, shall have the following megstin

“Common Stock” refers to the common shares in the capital of PTM.

“Company Act” refers to theCompany Ac{British Columbia). On March 30, 2004, tBempany Ac{British Columbia) was replaced by
Business Corporations A(British Columbia).

“PTM” refers to Platinum Group Metals Ltd.

“PTM-RSA” refers to our wholly owned subsidiary incorporatedtler the laws of the Republic of South Africa untte name Platinu
Group Metals (RSA) (Proprietary) Limited.

“RSA” is an abbreviation for Republic of South Africa.
“TSX” refers to the Toronto Stock Exchange.
“TSX-V” refers to the TSX Venture Exchange.

“ZAR” is an abbreviation for South African Rand.
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Glossary of Technical Terms
“anomalous” refers to a sample or location that either (i) tbacentration of an element(s) or (ii) geophysioaasurement is significan
different from the average background values irettez.
“anorthosite” is a rock comprised of largely feldspar minerald arinor mafic iron-magnesium minerals.
“assay” is an analysis to determine the quantity of onmore elemental components.

“Au” refers to gold.

“BIC” is an abbreviation for the Bushveld Igneous Comjte8outh Africa, the source of most of the woslgllatinum and is a significe
producer of palladium and other platinum group sg@GM’s) as well as chrome.

“cm” is an abbreviation for centimetres.

“Cu” refers to copper.

“exploration stage” refers to the stage where a company is engagdteindarch for minerals deposits (reserves) whiemat in either tr
development or production stage.

“fault” is a fracture or break in a rock across which thex®been displacement.
“gabbro” is an intrusive rock comprised of a mixture of mafiinerals and feldspars.

“grade” is the concentration of an ore metal in a rock dangiven either as weight percent for base métalsCu, Zu, Pb) or in grams |
tonne (g/t) or ounces per short ton (oz/t) for fes or platinum group metals.

“glt” refers to grams per tonne.
“h” is an abbreviation for hectare.
“hectare” is an area totaling 10,000 square metres or 106esby 100 metres.

“intrusive” is a rock mass formed below earth’s surface fronttenanagma, which was intruded into a gpasting rock mass and coolec
solid.

“km” is an abbreviation for kilometre.

“m” is an abbreviation for metres.

“mafic” is a rock type consisting of predominantly iron amagnesium silicate minerals with little quartZeidspar minerals.
“mineralization” refers to minerals of value occurring in rocks.

“Mt” is an abbreviation for million tonnes.

“Ni” is an abbreviation for nickel.

“NSR” is an abbreviation for net smelter royalty.

“outcrop” refers to an exposure of rock at the earth’s sarfac
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“overburden” is any material covering or obscuring rocks fromwwi

“Pd” refers to palladium.

“PGE” refers to mineralization containing platinum graipments, ie. platinum and palladium.
“PGM” refers to platinum group metals, ie. platinum aatigalium.

“Pt” refers to platinum.

“pyroxenite” refers to a relatively uncommon dackloured rock consisting chiefly of pyroxene; pyeoe is a type of rock containi
sodium, calcium, magnesium, iron, titanium and ahum combined with oxygen.

“quartz” is a common rock-forming mineral (Si)

“Rh” refers to rhodium, a platinum metal. Rhodium sk@@me of the notable properties of platinum, idiclg its resistance to corrosion,
hardness and ductility. Wherever there is platinarthe earth, there is rhodium as well. In factstithnodium is extracted from a sludge
remains after platinum is removed from the ore.ightpercentage of rhodium is also found in certaakel deposits in Canada.

“ultramafic” refers to types of rock containing relatively higloportions of the heavier elements such as magmesion, calcium ar
sodium; these rocks are usually dark in color aaehrelatively high specific gravities.
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Part |

Item 1 — Identity of Directors, Senior Management ad Advisers

See “Item 6 — Directors, Senior Management and Bygas”.

Item 2 — Offer Statistics and Expected Timetable

Not applicable

Item 3 — Key Information

Selected Financial Dat:

Our selected financial data for the fiscal yeadeehAugust 31, 2006, 2005 and 2004 are derived franconsolidated financial stateme
which have been audited by Deloitte & Touche LLPiraicated in their independent auditoreport which is included elsewhere in
Annual Report. The selected financial data sehftor the years ended August 31, 2003 and 2002lenged from our audited consolida
financial statements for such periods which aremzitided herein.

The selected financial data should be read in emtijon with the financial statements and notesetteas well as the information appea
under the heading “Item 5 — Operating and FinarR@aliew and Prospects.”

We have not declared any dividends since incorfmorand do not anticipate doing so in the foresksefalture. Our present policy is to ret
future earnings for use in our operations and #paesion of our business.

Summary of Financial Date

Our financial statements and the table set forfovbéhave been prepared in accordance with accaymtiimciples generally accepted
Canada (“Canadian GAAP"hich differ in certain respects from those prihegpthat we would have followed had our consoliddieancia
statements been prepared in accordance with adnguptinciples generally accepted in the Unitedt&ta(*U.S. GAAP”). The majo
differences between Canadian GAAP and U.S. GAAPwiauld affect the measurement of our financialifpms, loss or cash flows are
forth in Note 15 to the accompanying consolidatedrfcial statements.
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SELECTED FINANCIAL DATA

(CDN$)
Year Ended Year Ended Year Ended Year Ended Year Ended
August 31, 200t August 31, 200! August 31, 200 August 31, 200: August 31, 200:
Revenues Nil Nil Nil Nil Nil
Working Capital 8,602,70( 1,396,28! 2,364,36( 984,33t 1,284,91¢
Net Loss
Under Canadian GAAP: 3,853,27: 3,795,64¢ 2,242,62° 1,748,99! 1,501,62(
Under U.S. GAAP: 8,537,46( 8,112,59: 4,675,46¢ 2,580,49¢ 2,466,75¢
Loss Per Share
Under Canadian GAAP: 0.08 0.10 0.07 0.07 0.10
Under U.S. GAAP: 0.18 0.21 0.15 0.10 0.17
Dividends per Share
Under Canadian GAAP: Nil Nil Nil Nil Nil
Under U.S. GAAP: Nil Nil Nil Nil Nil
Total Assets
Under Canadian GAAP: 27,664,44: 15,705,18 9,134,01¢ 5,086,42: 4,373,04°
Under U.S. GAAP: 14,372,12: 6,799,74: 5,347,79¢ 3,173,66: 3,316,06¢
Long Term Liabilities
Under Canadian GAAP: 15,911 22,56¢ 427,00( 359,00( 431,40(
Under U.S. GAAP: 15,911 22,56¢ Nil Nil 60,00(
Mineral Properties and Investment in WBJV(inclu
in Total Assets)
Under Canadian GAAP: 16,660,88! 12,091,54! 5,995,55( 3,891,65: 2,951,08¢
Under U.S. GAAP: 3,014,56° 3,165,47¢ 1,899,70¢ 1,912,89¢ 1,894,10¢
Shareholder’s Equity
Under Canadian GAAP: 25,515,28: 13,679,05( 8,047,122« 4,557,87: 3,830,21¢
Under U.S. GAAP: 12,198,21: 4,743,34° 4,577,27¢ 2,964,12° 3,144,63¢
Capital Stock
Under Canadian GAAP: 39,798,761 23,513,38! 14,990,07! 9,005,07¢ 6,430,48:
Under U.S. GAAP: 39,798,76i 23,513,38! 14,990,07! 9,005,07¢ 6,430,48:
Number of Share&) o
Notes:
1) There are 56,206,247 shares of Common Stock issudutstanding as of the date of this Form 20-RuahReport.

Foreign Exchange Ratt

All dollar amounts set forth in this report areGanadian dollars, except where otherwise indicaléte following tables set forth, for the f
most recent financial years, (i) the average e (Average Rate"pf exchange for the Canadian dollar, expressed $ dbllars, calculate
by using the average of the exchange rates orathalfy for which data is available for each mahthing such periods; and (ii) the high :
low exchange rate during the previous six montigach case based on the noon buying rate in New Qity for cable transfers in Canad
dollars as certified for customs purposes by ttaeFad Reserve Bank of New York.

The Average Rate is set out for each of the peiildisated in the table below.

Year Ended August 31
2006 2005 2004 2003 2002

US$0.8761 US$0.8160 US$0.7518 US$0.6774 US$0.6354
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The high and low exchange rates for each montinduhe previous six months are as follows:

Month High Low
May 2006 US$0.9100 US$0.8903
June 2006 US$0.9098 US$0.8896
July 2006 US$0.8999 US$0.8760
August 2006 US$0.9037 US$0.8840
September 2006 US$0.9048 US$0.8872
October 2006 US$0.8965 US$0.8784

On November 17, 2006, the noon buying rate in Nesk\City for cable transfer in Canadian dollarscastified for customs purposes by
Federal Reserve Bank of New York was Cdn$1.00 =0&428.

Capitalization and Indebtedness

Not applicable

Reasons for the Offer and Use of Procee

Not applicable

Risk Factors

An investment in our Common Stock entails cert@éhk factors, which should be considered carefuliyre following is a brief discussion
those distinctive or special characteristics of gperations and industry that may have a materiphtct on, or constitute risk factors in res
of, our future financial performance.

Our Common Stock should be considered a highly idptiee investment and investors should carefutiypsider all of the informatic
disclosed in this Annual Report prior to makingiamestment in our Common Stock. In addition to ttleer information presented in t
Annual Report, the following risk factors shoulddieen special consideration when evaluating aestment in our securities.

General.
Resource exploration and development is a specelatisiness, characterized by a number of sigmifidgaks including, among other thin

unprofitable efforts resulting not only from thdld@e to discover mineral deposits but also fromdfng mineral deposits, which, thot
present, are insufficient in quantity and qualdgyréturn a profit from production.
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Our business is subject to exploration and devetpmsks.

All of our properties are in the exploration stagel no known reserves have been discovered onpsaplkrties. There is no certainty that
expenditures to be made by us or by our joint venpartners in the exploration of the propertiescdbed herein will result in discoveries
precious metals in commercial quantities or that ahour properties will be developed. Most exptama projects do not result in t
discovery of precious metals and no assurance eajivien that any particular level of recovery oégous metals will in fact be realized
that any identified resource will ever qualify ascammercially mineable (or viable) resource whieln be legally and economically exploit
Estimates of reserves, mineral deposits and pramucosts can also be affected by such factorsnesommental permit regulations &
requirements, weather, environmental factors, @wsfeen technical difficulties, unusual or unexpeagedlogical formations and wc
interruptions. In addition, the grade of precioustais ultimately discovered may differ from thadicated by drilling results. There can be
assurance that precious metals recovered in seal-$ests will be duplicated in large-scale testder onsite conditions or in productir
scale.

Our business may be affected by political and egoadnstability in South Africa.

Our activities in South Africa are subject to risk@mmon to operations in the mining industry in grah as well as certain political ¢
economic uncertainties related specifically to afiag in South Africa. South Africa has recentlgdargone significant change in
government since the free elections in 1994. Agsent, Mining Legislation in South Africa is undeirng change. The new Mine
Resources and Petroleum Development Act becameotawlay 1, 2004. The regulation and operation @ thew law is still bein
implemented. In association with the new Act, Miaing Charter sets out a target of 26% ownershigh participation in the mineral indus
by “Historically Disadvantaged Personsithin ten years, but the mechanisms to fully affibsés objective are still evolving. Accordinglsdl
laws may be considered relatively new, resultingigks related to the possible misinterpretatiomnefv laws, unilateral modification
mining or exploration rights, operating restricéprincreased taxes, environmental regulation, mafety and other risks arising out of r
sovereignty over mining, any or all of which collldve an adverse affect on our business. Our dpesah general may also be affecte
varying degrees by political and economic instahitierrorism, crime, extreme fluctuations in cueg exchange rates and inflation.

We are subject to the risk of fluctuations in tledative values of the Canadian dollar as compam@dhe South African Rand and the |
dollar.

We may be adversely or favorably affected by faraigrrency fluctuations. We are primarily fundadough equity investments denominz
in Canadian dollars; however several of our optitmsacquire properties in the Republic of Southidd#rmay result in option payme
denominated in South African Rand or in U.S. dsllaDur exploration and development programs todmelucted in South Africa will al:
be funded in South African Rand. Fluctuationshie éxchange rate between the Canadian dollar apazedhto the South African Rand i
U.S. dollar may have an adverse or favorable atfaais.

Our properties are subject to title risks.

We have investigated title to all of our minerabperties and, to the best of our knowledge, tilalt of our properties and properties in wi
we have the right to acquire or earn an interesiragood standing. However, our properties maguigect to prior unregistered agreem
or transfers and title may be affected by undetedefects. These defects could adversely affecttide to such properties or delay
increase the cost of the development of such ptieger

Our properties in Canada may also be subject tagibal rights that may be claimed on Crown projgsrbr other types of tenure with resj
to which mineral rights have been conferred. Werast aware of any aboriginal land claims havingrbasserted or any legal actions rele
to native issues having been instituted with resfeany of the mineral properties in Canada inckhive have an interest. We are awal
the mutual benefits afforded by operative relationships with indigenous peoplednducting exploration activity and we are supp@rtd!
measures established to achieve such co-operation.
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South African foreign exchange controls may liraftatriation of profits.

Loan capital or equity capital may be introducet iBouth Africa through a formal system of Excha@gmtrol. Proceeds from the sale
assets in South Africa owned by a non-residentramgttable to the non-resident. Approved loan tdps generally remittable to a non-
resident company from business profits. Dividemtilared by a non-listed South African company sgmittable to nomesiden
stockholders. However, there can be no assurdnatedstrictions on repatriation of earnings frdra Republic of South Africa will not |
imposed in the future.

The mineral exploration industry is extremely cotitpe.

The resource industry is intensely competitivelirofits phases, and we compete with many compap@ssessing greater financial resot
and technical facilities. Competition could adedysaffect our ability to acquire suitable new puoithg properties or exploration prospect
the future. Competition could also affect our ipilo raise financing to fund the exploration atelelopment of our properties or to hire
retain qualified personnel.

Judgments based upon the civil liability provisiafithe United States federal securities laws meadifficult to enforce

The ability of investors to enforce judgments ofitdd States courts based upon the civil liabilitpyisions of the United States fed:s
securities laws against our company and our dirs@nd officers may be limited due to the fact enatajority of these persons reside out
of the United States and, in respect of our dimscémd officers, their assets are located out$ideUnited States. There is uncertainty ¢
whether Canadian courts would: (i) enforce judgimearf United States courts obtained against ourpamy or our directors and offic
predicated upon the civil liability provisions dfe United States federal securities laws, or (ifedain original actions brought in Canac
courts against our company or such persons prediagion the federal securities laws of the Unite&deS, as such laws may conflict v
Canadian laws. In Canada, civil rights are witkiie legislative jurisdiction of the Provinces andrrfiories. The Province of Briti
Columbia, in which our company and all of our dicgs and officers are resident, does not have fawshe reciprocal enforcement
judgments of United States coul

Our stock is a penny stock. Trading of our stocky rbe restricted by the SEC’s penny stock reguiatiand the NASB’ sales practic
requirements, which may limit a stockholder’s dhito buy and sell our stock.

Our stock is a penny stock. The Securities anch&mge Commission has adopted Rule 15g-9 which giyelefines “penny stockto be
any equity security that has a market price (ainddj less than US $5.00 per share or an exercise pf less than US $5.00 per sh
subject to certain exceptions. Our securitiescareered by the penny stock rules, which imposetauidil sales practice requirements
broker-dealers who sell to persons other than ksitelol customers and “accredited investors”. Bmmt‘accredited investorefers generall
to institutions with assets in excess of US $5,000,0r individuals with a net worth in excess of $55000,000 or annual income excee:
US $200,000 or US $300,000 jointly with their sppudhe penny stock rules require a brottealer, prior to a transaction in a penny s
not otherwise exempt from the rules, to delivertandardized risk disclosure document in a form agreg by the SEC which provic
information about penny stocks and the nature awel lof risks in the penny stock market. The brakealer also must provide the custo
with current bid and offer quotations for the perstgck, the compensation of the brokiealer and its salesperson in the transactiol
monthly account statements showing the market valieach penny stock held in the custormertcount. The bid and offer quotations,
the brokerdealer and salesperson compensation informatiorst fo@ given to the customer orally or in writingoprto effecting th
transaction and must be given to the customer ftingrbefore or with the customerconfirmation. In addition, the penny stock ruleguire
that prior to a transaction in a penny stock nbeowise exempt from these rules, the brakeater must make a special written determini
that the penny stock is a suitable investment fier purchaser and receive the purchaseritten agreement to the transaction. T
disclosure requirements may have the effect of aieduthe level of trading activity in the secondangrket for the stock that is subjec
these penny stock rules. Consequently, these peooi rules may affect the ability of brok#ealers to trade our securities. We believe
the penny stock rules discourage investor inténegihd limit the marketability of our Common Stock.
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In addition to the “penny stockles promulgated by the Securities and Exchangariesion, the NASD has adopted rules that reqbau
in recommending an investment to a customer, advrdéaler must have reasonable grounds for believiagthe investment is suitable
that customer. Prior to recommending speculatowe priced securities to their non-institutional twusers, brokedealers must ma
reasonable efforts to obtain information aboutdbstomers financial status, tax status, investment objestiand other information. Unt
interpretations of these rules, the NASD beliebet there is a high probability that speculative fariced securities will not be suitable fo
least some customers. The NASD requirements makerie difficult for brokerdealers to recommend that their customers buy ouanr@or
Stock, which may limit your ability to buy and selir stock.

We are a Passive Foreign Investment Company fotednState Federal Income Tax Purposes which mag lcansequences for U
investors.

We believe that our company is a passive foreigestment company (“PFICfpr United States Federal income tax purposes lsecas
earn 75% or more of our gross income from passivgces. As a result, a United States holder of@ammon Stock could be subjec
increased tax liability, possibly including an irgst charge, upon the sale or other dispositiaihh@fUnited States holder€ommon Stock ¢
upon receipt of “excess distributionsyhless such holder of common shares elect to e taxrrently on his or her pro rata portion of
income, whether or not the income was distributethe form of dividends or otherwise. The electiequires certain conditions be met ¢
as filing on or before the due date, as extend®djling the stockholdes income tax return for the first taxable year tuch the election wi
apply. Otherwise, the election may only partialyply. Further, the elections will increase thenauistrative and regulatory burden on
See “Passive Foreign Investment Company” on page 6

Metal prices affect the success of our busir

The mining industry in general is intensely comipeti and there is no assurance that, even if comialeguantities of mineral resources
developed, a profitable market will exist for thalesof same. Factors beyond our control may affleet marketability of any miner:
discovered. No assurance may be given that mat@sgpwill remain stable. Significant price fluations over short periods of time may
generated by numerous factors beyond our contnoluding domestic and international economic anétipal trends, expectations
inflation, currency exchange fluctuations, intemegées, global or regional consumption patternscslative activities and increased produc
due to improved mining and production methods. @&tfiect of these factors on the price of minerald therefore the economic viability
any of our exploration projects cannot accuratadypbedicted. As we are in the exploration stage,above factors have had no mat
impact on present operations or income.

We will need additional financing.

At August 31, 2006, we had working capital of $&6M0 (2005 $1,396,283). Subsequent to the year end, wevett@iggregate procee
of $3,736,665 upon the exercise of 2,433,194 spiarehase warrants at a price of $1.50 per shar808Gtock options at a price of $1.10
share and 31,875 stock options at a price of $ded&Ghare. We believe that these funds will bécseft to cover general and administra
costs and fund obligations and proposed exploragiiograms and engineering studies on our propeudiésigust 31, 2007. We have limi
financial resources and no sources of operating flaw. There can be no assurance that additifumaling will be available to us for furtt
exploration and development of our properties bdyibre current programs. In the past, we haveddalie sales of equity securities to n
our cash requirements. There can be no assurhatéuture operations will provide cash flow suiiat to satisfy operational requireme
and cash commitments.

Should additional properties be acquired or progré undertaken, we will require additional fundiniche exploration and developmen
our properties depends upon our ability to obtaiarfcing through any or all of the joint venturiofprojects, debt financing, equity financ
or other means. There can be no assurance thatilivee successful in obtaining any required finigcnow or in the future. Failure
obtain additional financing on a timely basis cotddult in delay or indefinite postponement of lfiert exploration and development of
mineral properties, with the possible loss of spidperties, or the inability to acquire any addidbproperties.
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Our operations are subject to environmental andegoment regulation.

Environmental legislation on a global basis is ewvg@ in a manner that will ensure stricter standaadd enforcement, increased fines
penalties for norcompliance, more stringent environmental assessmmieptoposed development and a higher level of aesibility for
companies and their officers, directors and emmeyd&here can be no assurance that future chamgesitonmental legislation in Canad:
South Africa will not adversely affect our operaiso Environmental hazards may exist on our progestthich are unknown at present
which have been caused by previous or existing csvaeoperators. Furthermore, future compliancé witvironmental reclamation, clos
and other requirements may involve significant s@std other liabilities. In particular, our opepat and exploration activities are subjet
Canadian and South African national and provinkgials and regulations governing protection of theimmment. Such laws are continu:
changing and, in general, are becoming more résgic

Amendments to current laws, regulations and permgitgerning operations and activities of mining camies, or more stringe
implementation thereof, could have a material aslvémpact on us and cause increases in capitahdipees or production costs or reduc
in levels of production at producing propertiesequire abandonment or delays in development of maving properties.

We have not made any material expenditure for enwirental compliance to date. However, there candassurance that environme
laws will not give rise to significant financial kdations in the future and such obligations cohllve a material adverse affect on
financial performance.

The occurrence of events for which we are not eduor for which our insurance is inadequate mayuc or eliminate any futu
profitability and result in increasing costs andlecline in the value of our securitie

In the course of exploration, development and petdo of mineral properties, certain risks, andpiarticular, unexpected or unus
geological operating conditions including rock lisysaveins, fire, flooding and earthquakes may occuris Ihot always possible to fu
insure against such risks as a result of high premior other reasons. Should such liabilitieseatisey could reduce or eliminate any fu
profitability and result in increasing costs andegline in the value of our securities.

We have limited experience with development-stagmgnoperations.

We have limited experience in placing mineral préips into production, and our ability to do solvbié dependent upon using the service
appropriately experienced personnel or entering agreements with other major resource companadscn provide such expertise. Tt
can be no assurance that we will have available¢icessary expertise when and if we place our @miipeoperties into production.

We have a history of losses and we anticipate woimtg to incur losses for the foreseeable future.

We have a history of losses including net losse$3p853,273 in the year ended August 31, 2006;9%3648 in the year ended August
2005; and $2,242,627 in the year ended August 804.2 At August 31, 2006, we had an accumulatedcideff $15,410,804 (2005
$11,557,531). We anticipate continuing to incuasks for the foreseeable future until we can sséadésplace one or more of our proper
into commercial production on a profitable basis.

We have a lack of cash flow, which may affect dilitg to continue as a going concern.

We are an exploration company with a history ofsé@ssand no history of revenues from our operatiddsne of our properties are
production or are expected to be developed in & future, if at all. During the year ended Audsks, 2006, we had a loss of $3,853,
(2005 - $3,795,648) and used $2,356,261 (20055982906) in cash for operating activities and $8,821 (2005 - $,549,707) in cash f
investing activities. Historically, the only soerof funds available to us has been through treecfadur equity securities.




19

The auditors’report on our August 31, 2006 annual consolidaiedntial statements includes additional comment&hvindicate that tr
financial statements are affected by conditions aments that cast doubt on our ability to contimsea going concern. The finan
statements do not include any adjustments that tmigbult from the outcome of this uncertainty. Qumtinuing operations and !
recoverability of the amounts capitalized for maleyroperties in our consolidated financial statetegprepared in accordance with Cana
GAAP, is dependent upon our ability in the futuseathieve profitable operations and, in the meamtitm obtain the necessary financin
meet our obligations and repay our liabilities iags from normal business operations when they becatme. External financin
predominately by the issuance of equity to the ijoullill be sought to finance our operations; hoemthere is no assurance that suffic
funds will be raised.

We are required to contribute our share of explamatcosts to maintain our interests in certain pedjes.

We may, in the future, be unable to meet our sbamosts incurred under agreements to which weagparty and we may as a resul
subject to loss or dilution of our rights to aceuiinterests in the properties subject to such ageats.

None of our properties contain any known reser

All of our properties are in the exploration stageaning that we have not determined whether anly graperty contains mineral reserves
are economically recoverable. Failure to discoseonomically recoverable reserves will require aisatite-off costs capitalized in o
Canadian GAAP financial statements, which at Au@dst2006 totaled $16,660,885 (2005 - $12,091,549).

We depend on our key management employees.

Our development to date has depended, and in theefwill continue to depend, on the efforts of &ey management figures: R. Mich
Jones, our Chairman, President, CEO and directank-R. Hallam, our Chief Financial Officer andetitor; and John Gould, the Manag
Director of PTMRSA. The loss of any of our key management figamedd have a material adverse effect on us. \Highexception of Jol
Gould, we have entered into contracts with the rmhdieectors, officers and employees. See “Item Birectors, Senior Management :
Employees” and “ltem 7 — Major Shareholders andafel Party Transactions'We do not maintain key man insurance on any o
management.

Our directors may be associated with other minegaburce companies.

Certain of our officers and directors may beconsoeisited with other natural resource companiesabatire interests in mineral propert
R. Michael Jones, our Chairman, President, Chiadchtive Officer and director is also a directorJafrico Explorations Inc., a puk
company with a mineral exploration property in Az, a director of West Timmins Mining Inc., a galdompany with mineral explorati
properties in Canada and Mexico, and a directovafs Silver Corp., a public company with silver pegfies in Mexico. Frank Hallam, ¢
Chief Financial Officer and director, is also aiserfficer of MAG Silver Corp., a director of Jed Explorations Inc., a senior officer
Callinan Mines Ltd., a base metals exploration canypwith projects in Manitoba and British Columlgiad a director and senior officer
West Timmins Mining Inc. Eric Carlson, directos, dlso a director of MAG Silver Corp. and a direadWest Timmins Mining Inc. Ar
conflicts, which may arise, will be dealt with @saosed below.

Such associations may give rise to conflicts ofri@st from time to time. Our directors are reqliiny lawto act honestly and in good fe
with a view to the best interests of our compang &m disclose any interest, which they may haveny project or opportunity of o
company. If a subject involving a conflict of inést arises at a meeting of the board of directmy, director in a conflict will disclose |
interest and abstain from voting on such matteddtermining whether or not our company will papite in any project or opportunity,
directors will primarily consider the degree okri® which our company may be exposed and our &igduposition at that time.
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We have outstanding stock options and share puechasrants which, if exercised, could cause dilutio existing stockholders.

At November 17, 2006, we had 3,402,875 stock optissued and outstanding with a weighted averagecise price of $1.00 per share
4,750,000 share purchase warrants issued and mditsgawith a weighted average exercise price 09&ber share. Stock options and s
purchase warrants are likely to be exercised whemtarket price of our Common Stock exceeds thecieeprice of such stock options
share purchase warrants. The exercise of such sfutns or share purchase warrants and the subsegesale of such Common Stoc
the public market could adversely affect the priawgimarket price and our ability to raise equigpital in the future at a time and price wt
we deem appropriate. We may also enter into comaerits in the future which would require the isswaatadditional Common Stock &
we may grant additional share purchase warrantstoodk options. Any share issuances from our tmyawill result in immediate dilution
existing stockholders.

Our share price has been volatile in recent years.

In recent years, the securities markets in theddn8tates and Canada have experienced a highdepeke and volume volatility, and t
market price of many companies, particularly thasmsidered exploration or development stage corepartiave experienced w
fluctuations in price which have not necessarilgrbeelated to the operating performance, underlgisget values or prospects of ¢
companies. In particular, the per share priceusf@mmon Stock on the TSX and TSXHAuctuated from a high of $2.37 to a low of $1
and on the NASD OTC Bulletin Board Service fromighhof US $2.09 to a low of US $1.05 within the tweemonth period preceding 1
date of this Annual Report. There can be no asserdrat continual fluctuations in price will notooe.

We do not expect to pay dividends.

We have not paid any dividends since incorporadiot we have no plans to pay dividends for some.ti@er directors will determine if a
when dividends should be declared and paid in th&d based on our financial position at the ret¢tane. All of the shares of Comm
Stock are entitled to an equal share of any divdidedeclared and paid.

Item 4 — Information on the Company
Introduction

Our company is a British Columbia corporation irpmmated on February 18, 2002 by an order of thae3np Court of British Columb
approving an amalgamation between Platinum Groupalde.td. and New Millennium Metals Corporation.utOcompany was lat
transitioned on February 22, 2005 under Business Corporations Aritish Columbia). On February 22, 2005, our ktoalders passec
special resolution to amend the authorized shasgatdrom 1,000,000,000 shares of Common Stockevit par value to an unlimited num
of shares of Common Stock without par value, toaesrthe pre-existing company provisions and to adep articles.

Our head office is located at Suite 328 — 550 Bdrf&treet, Vancouver, British Columbia, Canada, \&85, telephone (604) 88450. Thi
address for service and our registered and readfide is Gowlings Lafleur Henderson, LLP, SuiteOR3 1055 Dunsmuir Street, Vancou
British Columbia, Canada, V7X 1J1. Our website iswmplatinumgroupmetals.net. We are a reportingassn British Columbia, Albert
Ontario and Quebec and our Common Stock currerdlyes on the TSX under the symbol “PThtid on the NASD OTC Bulletin Boe
Service under the symbol “PTMQF".

Business Overvie\

Our business is conducted primarily in South Afriaad to a lesser extent, in Ontario, Canada. tAkeadate hereof, our WBJV Projec
South Africa constitutes our only material properfyone of our properties contain any mineral resestimates in accordance with £
Guide 7.




21

Exploration on our South Africa and Ontario profertare not affected by seasonal changes althou@mtario, heavy equipment may or r
not be moved over the soft ground for approximasetyweeks in the spring during thaw.

To conduct our exploration, we are dependent oncemiractors for certain geological services, drjjliequipment and supplies. These
generally available but vary in price and immediatwvailability subject to demand.

We do not earn any revenues from operations; howexgedo earn interest from cash deposits. Fothiee years ended August 31, 2006
earned interest and other income of $235,236 (Fi&0é6), $218,373 (Fiscal 2005), and $430,106 @i&004). We have financed «
operations principally through the sale of equigcigities. While we believe there is sufficienfital and liquidity to finance curre
operations until August 31, 2007, nevertheless atility to continue operations is dependent onahility to obtain additional financing. <
“Iltem 3 - Key Information — Risk Factors.”

The material effects of government regulations onbusiness are identified in “ltem 3 - Key Infortioa — Risk Factors.”

Organizational Structure

We have one wholly owned subsidiary incorporatedeurthe laws of The Republic of South Africa untte¥ name Platinum Group Met
(RSA) (Proprietary) Limited (“PTM-RSA”). The regésed and records office of PTM-RSA is located &t Bloor, Aloe Grove, 196 Lou
Botha Avenue, Houghton Estate, Johannesburg, 200@h Africa. The principal business address d¥IFRSA is Suite 328, 550 Burre
Street, Vancouver, British Columbia, Canada, V6G.2B

Property, Plants and Equipmer

Our executive offices are located in rented presigeapproximately 5,500 square feet at Suite 388, Burrard Street, Vancouver, Brit
Columbia, Canada, V6C 1T2, telephone (604) 899-548@ began occupying this facility on October Q02 on a thregear lease and it
considered adequate for current needs. HR3A occupies rented premises of approximately 58@0are feet at Technology Hot
Greenacres Office Park, Victory Park, JohannesBi&$, telephone +27-11-782-2186. PR®A began occupying this facility on July
2006 on a thregear lease. The current annual combined obligdtioboth rented premises, including lease oblayetifor office equipmer
is approximately $149,372.

We have no significant plant or equipment for opemtions. Equipment used for exploration or ididgllis rented or contracted as needed.
Western Bushveld Joint Venture Project, Republic oSouth Africa
Property Description, Location and Acquisitic

Area, Extent and Location of Project

The Western Bushveld Joint Venture (“WBJW)oject is located on the southwestern limb ofBlshveld Igneous Complex, some 50
northwest of the North West Province town of Rubteg (see Figure 1). The project area consisfarofs Frischgewaagd 96JQ, Portion
portion of Portion 2), Portions 15 and 16 and E&dodtein 102JQ, Portion 12 of Elandsfontein 1025@ Mlineral Area 2 (a portion
Mineral Area 1) (see Figure 2) situated in the Beastern corner of the larger joint venture arBastenburg is situated about 120
northwest of Johannesburg within the Republic aftBd\frica.

The total jointventure area includes our properties, Elandsfort®@2JQ and Onderstepoort 98JQ, but also certaitiopsrof Elandsfonte
102JQ, Frischgewaagd 96JQ and Koedoesfontein 9dd@lwuted by our joint-venture partner RustenbRkatinum Mines Limited (“RPM},
a wholly owned subsidiary of Anglo American PlatimCorporation Limited (“Anglo Platinum”)These properties are centered on Longi

27°00°00”(E) and Latitude 2820°00”(S) and the mineral rights cover an extehapproximately 67kn% .
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Figure 1 — South African Property Holdings

Figure 2 - WBJV Holdings and License Outlines
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Agreement:

Western Bushveld Joint Venture

On October 26, 2004, we entered into a joint ventuith Anglo Platinum and Africa Wide Mineral Presping and Exploration (Pty) Limit
(“Africa Wide”) to pursue platinum exploration and developmentamlzined mineral rights covering 67 square km onwhestern Bushve
Complex of South Africa. The transaction closefbetfve January 26, 2005. We contributed all of mterests in portions of the far
Onderstepoort 98JQ and Elandsfontein 102JQ (sesvhehnglo Platinum contributed its interests inrans of the farms Koedoesfont
94JQ, Elandsfontein 102JQ and Frischgewaagd 9&3@.company and Anglo Platinum will each own aniahi37% working interest in ti
WBJV, while Africa Wide will own an initial 26% waing interest. Africa Wide will work with local comunity groups in order to facilite
their inclusion in the economic benefits of the WBA areas such as training, job creation and peroent.

Our company was required to operate and fund aloeatpn program in the amount of ZAR 35 milliongust 31, 2005 approx. US$
Million; C$6.44 Million) over a fiveyear period. We completed all the required exploraéxpenditures after 15 months in April 2006.tef
we funded the ZAR 35 million in expenditures, thartigs are required fund their portion of furthependitures proata based on th
working interest in the WBJV.

Once a bankable feasibility study has been conthléfe respective interest of the parties will dgusted to reflect their relative contribut
of inferred, indicated and measured ounces detednim accordance with the South African SAMREC ggilal code at rates of US $0
per inferred ounce, US $3.20 per indicated ounceldd $6.20 per measured ounce. Each party will lie@pportunity to contribute capi
necessary, if so desired, to maintain their respedtitial working interest in the WBJV. The WBJagreement also provides a mechat
whereby Anglo Platinum may elect to become a “nontgbutory participanto the joint venture and by doing so would be scibje
dilution.

We, as operator of the WBJV, have engaged a misktiglined team of independent engineers who conweetetailed préeasibility stud:
work in early January 2006. The peasibility study will consider the opportunitiesepented as the result of further drilling up t
September 2006. The pfeasibility study will consider and outline the diégt and possible mitigation of several considgragjects risks ne
yet assessed in detail, including metallurgicalbvecies, smelt and refining costs, surface and nginights, permits and involvement
communities in compliance with the Minerals and®etim Resources Development Act (2002).

WBJV — Elandsfontein interest

In December 2002, we acquired an option to purci@88s of the surface and mineral rights to 365.6dtdres of the farm Elandsfont
102JQ located in the Western Bushveld area. We raadgitial payment to the vendors of ZAR 50,000p@x. C$29,500 at the time) ¢
agreed to terms for the purchase of both minermlsamface rights.

We exercised our option to purchase the Elandsfopt®perty by way of written notice on June 26020A dispute arose with the vendor:
to the purchase price and the matter was refeme&xXpert Determination as provided for in the optagreement. In May 2005, the pai
settled the dispute and reached an agreement wheweltompany would purchase all surface and minaghts to the property in exchar
for ZAR 7.0 million. On September 16, 2005, we madinal payment to close the purchase. In Sdpe®005, our company was grant
new order prospecting permit under the new Mineaiats Petroleum Resources Development Act (2002) theeElandsfontein property.

WBJV - Onderstepoort interest

During 2003, we entered into three option agreemtacquire mineral rights on seven portions cosimg approximately 1,085 hectares
the farm Onderstepoort 98JQ located in the Wedeishveld. We may earn 100% of the mineral rightsr®47 hectares and 50% of
mineral rights over the balance of 438 hectaresedmm our interests, we must make aggregate priisgemd option payments over time
the vendors of ZAR 12.44 million (approximately C$2 million) by April 2008. Of this amount, ZAR 8000 has been paid. During 2C
we were granted old order prospecting permits ea fiortions of the farm. These were later convetbedew order prospecting permits
2005, we were granted new order prospecting penithie remaining two farm portions. Certain parsi@overing 569 hectares are subje
the vendors'ight to participate as to a 7.5% working interestto convert 1% NSR royalty, which we may buy lbbé&r ZAR 5,000,00
(approximately C$784,000 at November 15, 2006).
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Previous Exploration History
Prior Ownership

Elandsfontein (PTM), Onderstepoort (Portions 4n8 &), Onderstepoort (Portions 3 and 8) and Onelgosirt (Portions 14 and 15) were
privately owned. No work has been published regptm these properties prior to our involvement ardare not aware of any unpublis
work that would have any significant impact on tealuation of our property. Any academic work pblssidone by the Council fi
Geoscience (government agency) on the farms watldenerally be of an economic nature.

Elandsfontein (RPM), Frischgewaagd, Onderstepd®RM) and Koedoesfontein have generally been inhtireds of major mining grou
resident in the Republic of South Africa. PortiafsFrischgewaagd previously held by Impala PlatinMiimes Limited were acquired
Johannesburg Consolidated Investment Company Ldmitaich in turn has since been acquired by Andgdiftum through RPM.

Work Done by Previous Owners

Previous geological exploration, drilling and resmuestimation assessments were done by AnglonBiatas the original owner of some
the mineral rights. Anglo Platinum managed the ergilon drilling program for the Elandsfontein aRdschgewaagd borehole series in
area of interest. Geological and sampling logsamdssay databases are available to us.

Prior to the establishment of the WBJV, we drillégl boreholes on the Elandsfontein property, of Whgeological and sampling logs ¢
assay databases are available.

Existing regional gravity and ground magnetic sysvevere helpful in the interpretation of the regiband local geological setting of
reefs. A distinct increase in gravity values ocduosn the southwest to the northwest, most probadiigcting the thickening of the Bushv
sequence in that direction. Low gravity trends isoaitheastern to northwestern direction. The magsetrvey reflects the magnetitieh
Main Zone and some fault displacements and laggestdrusives in the area.

Historical Reserves and Resources

Previous reserves and resources quoted for theaaeethose published in the Anglo Platinum 2004uahmeport including 7.8Mt gradil
5.88g/t 4E (1.47 million ounces 4E) on the MerenBlaef and 4.8Mt grading 4.52g/t 4E (0.70 milliomoes 4E) on the UG2 Reef. Thit
reported for Anglo Platinums’37% interest (equal to our interest as the WBa&¢ sompleted at that time). In terms of a 100%réstein thi
property the estimate would be 21.1Mt grading 884E (3.96 million ounces 4E) on the Merensky fReaed 13.0Mt grading 4.25g/t -
(2.77 million ounces 4E) on the UG2 Reef. The resesl of Anglo Platinum as reported were subjech &atisfactory independent au
which was later completed by us. The psiiilits for these estimates are not available beitetstimates are seen as relevant, reliable ¢
compliance with SAMREC reporting best practice.

Our independent Qualified Person subsequently deavan updated estimated Inferred Resource of W&.gdading 7.92g/t 4E (3.93 millic
ounces 4E) on the Merensky Reef and 10.05Mt gradiggg/t 4E (0.82 million ounces 4E) on the UG2 fRas announced in the ne
release dated 7 March 2005 (SEDAR-filed 22 Aprid20D

We then announced on 12 December 2005 (SEMR-13 January 2006) an estimated Indicated Resoaf 6.92Mt grading 5.89g/t
(2.31 million ounces 4E) and an Inferred Resoufc0d28Mt grading 5.98g/t 4E (3.90 million ouncds)4

On 2 March 2006, a further increase in Indicateddrece to 20.45Mt grading 3.91g/t 4E (2.57 millmmces 4E) and an Inferred Resourc
30.99Mt grading 5.16g/t 4E (5.14 million ounces £y published (SEDAR-filed 13 April 2006).




25

Cautionary Note to U.S. investors concerning estinties of Measured and Indicated Resourcedhis section uses the terms Measurec
Indicated Resources. We advise U.S. Investorswhié these terms are recognized and required madian regulations, the U.S. Secur
and Exchange Commission does not recognize the8i. INVESTORS ARE CAUTIONED NOT TO ASSUME THAT ANY PART OR
ALL OF MINERAL DEPOSITS IN THESE CATEGORIES WILL EV ER BE CONVERTED INTO RESERVES.

Cautionary Note to U.S. investors concerning estimes of Inferred Resources:This section uses the term Inferred Resources. tWis¢
U.S. Investors that while this term is recognizad eequired by Canadian regulations, the U.S. St@esiand Exchange Commission does
recognize it. Inferred Resources have a great atmafuimncertainty as to their existence, and greaettainty as to their economic and le
feasibility. It cannot be assumed that all or amytpf an Inferred Mineral Resource will ever begrguled to a higher category. Un
Canadian rules, estimates of Inferred Mineral Reszsi may not form the basis of feasibility studas pre-feasibility studiesU.S.
INVESTORS ARE CAUTIONED NOT TO ASSUME THAT PART OR ALL OF AN INFERRED RESOURCE EXISTS, OR IS
ECONOMICALLY OR LEGALLY MINEABLE.

Production from Property

There has been no previous production from anhe@fWWBJV properties.
Geological Setting and Mineralization

Exposures of the BIC located on the western linthuitle the stratigraphic units of the Rustenburgdragl Suite. The sequence compi
mostly gabbros, norites, anorthosites and pyrogenithere are two potentially economically viadkgtipum-bearing horizons in this area:
the Merensky Reef — occurring either as a pegmaltééddspathic pyroxenite, a hartzburgite, or arseagrained pyroxeniteand (2) the UG
Reef as a chromite seam/s.

The Merensky Reef subcrops, as does the UG2 Repéath a relatively thick (z 8m) overburden of red Hutton to darker Swartlanil
forms. The sequence strikes northwest to southmadtdips at between 4 and 42 degrees with an svevhd4 degrees (in this a
specifically).

The sequence of the BIC within the WBJV area isfioed to the lower part of the Main Zone (Porphgritabbro Marker) and the Critic
Zone (HW54 and Bastard Reef to UG1 footwall sequence). Dok sequence thins towards the southwest (subanofajding the marke
horizons with concomitant middling of the economgefs or total elimination thereof. The UG2 Reedl,amore often, the UG1 Reef are
developed in some areas owing to the irregularedenhted palaeo-floor of the Transvaal sediments

The detailed stratigraphy of the western BIC isictepl in Figure 3. The identifiable units withirethVBJV area, from top to bottom:
the base of the noritic Main Zone

the anorthositic hanging wall sequence (HW5-1)

the Bastard Reef pyroxenite

the Mid3—1 units

the Merensky Reef pyroxenite

FW1-5

the anorthositic footwall (FW6-12)

the UG2 unit

. the underlying medium-grained norite (FW13)

10. the multiple UG1 chromitite seams

11. the underlaying medium-grained mottled anortho$iti¢16
12. the Transvaal basement sediments.

CoNoOR~WNE

Drilling below the UG1 indicated the general abgentthe basathilled alteration zone in contact with the Trarev@upergroup sedimel
in the Project 1 area.




Figure 3 - Detailed Stratigraphy of the Western Bredd Igneous Complex.
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The Merensky Reef varies at this point from pegmdaiofeldspathic pyroxenite less than 10cm thickl/an a millimetrethick chromitite
layer, a contact only, to a thicker (more than 10Dtype of reef consisting of hartzburgite and/egmatoidal pyroxenite units. The moti
anorthosite footwall unit, FW12, is generally wddlveloped (less than 2m) and overlies a very th82 l¢hromitite/pyroxenite reef in t
southern part of the property. The UG2 chromititgek is in most cases disrupted and is either thényor occurs as a pyroxenite in this ¢
of the WBJV project. Further northeast towardsRkhechgewaagd area, the UG2 Reef seems to thielspecially in geological environme
where the palaeo-floor to the Bushveld Complex $eiachave lower slope gradients.

Thickening of the stratigraphic units as describbdve, trends more or less from the southwestamdtintheast. This may have resulted frc
general thickening of the entire BIC towards thatd part of the Complex, away from the steepearsarface contact with the Transv
Supergroup. Some localities were identified in¢batral part of the WBJV project area, where thigrf lithologies is may be due to palaeo-
high environments within the footwall below the BIC

Correlation and Lateral Continuity of the Reefs

The lower noritic portion of the Main Zone could identified and correlated with a high degree difence. A transgressive contact e»
between the Main Zone and the anorthositic hangiad) sequence. The HW&-sequence is taken as a marker horizon; it thit
significantly from northeast to southwest acrosd afong the dip direction. Because of thinning leé Critical Zone, only the prime
mineralized reefs (Merensky and UG2), the Bastae@fRMerensky pyroxenite above the Merensky Re®i6Fand FW12 have be
positively identified. The sequence was affectediroyp-replacement, especially the pyroxenites towardsvibstern part of the proper
Evidence of irorreplacement also occurs along lithological boureawiithin the Main Zone and the HW5 environmenthaf Critical Zon:
and in a down-dip direction towards the deeperigestof the property.

The Merensky Reef and UG2 Reef are positively ifiedt in new intersections. Only the reef intergmts that had no faulting
disruptions/discontinuities were used in the resewrstimate. The UG1, traditionally classified aseaondary reef typically with multig
chromitite seams, has been intersected in soméblee although in many cases strongly disrupteshawed surprisingly attractive grades.

Resource estimation is not possible within 50m fremnface owing to core loss resulting from nsarface weathering (weathered r
profile), joint set interference, reef identifiaaticorrelation problems and thinning of the reefsards the west.

Merensky Reef is poorly developed in the Elandsfonproperty area, from the subcrop position tdaasas 100m dowmlip and as far
800m along strike. This was evident in marginaldgsa and is no doubt due to the presence of aghlgh in the Transvaal sediment fl
rocks below the BIC. The area is locally referre@s the Abutment.

With respect to the UG2 Reef in the project areltive to the Abutmend’effect, a smaller area extending from subcrojitipasto as deep |
400m down-dip with strike length 420m of UG2 Reefsxcharacterised by a relatively low grade.

Mineralization Styles and Distribution

The most pronounced PGM mineralization along thstere limb of the BIC occurs within the MerenskyelRand is generally associated v
a 0.1-1.2mthick pegmatoidal feldspathic pyroxenite unit. Thierensky Reef is generally also associated with tthiromitite layers c
either/both the top and bottom contacts of the magidal feldspathic pyroxentite. The second impdrtaineralized unit is the UC
chromitite layer, which is on average 0.6—2.0mkland occurs within the project area (Elandsfonégid Frischgewaagd).

From logging and sampling information of holes ba WBJV property it is evident that the footwalln@ialization of Merensky Reef bel
the main chromitite layer occurs in reconstitutedte, which is the result of a high thermal gradiat the base of the mineralizing Merer
cyclic unit. The upper chromitite seam may formugper thermal unconformity. Footwall control witkspect to mineralization is in me
cases more dominant than the actual facies (eegptbsence of leucocratic footwall units) or a ahitite (often with some pegmatoi
pyroxenite).
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Within the project area, the emplacement of thedvisky Reef is firstly controlled by the presenceabsence of chromitite seams
secondly by footwall stratigraphic units. The Mesieyn Reef may be present immediately above eitreeFiW3 or FW6 unit.

The Merensky Reef at the adjacent BRPM mining dperaconsists of different reef types (or faciepdy) described as either contact-
pyroxenite-, pegmatoidal pyroxenite- or hartzbegjtpe reef. Some of these facies are also recogiréfBJV project areas. The Meren
Reef in the WBJV project area has been classifetbar different faciesypes according to certain characteristics, nan@antact facie:
Pyroxenite facies, Pegmatoidal Feldspathic Pyrdedacies and Pegmatoidal Feldspathic Pyroxenitensdbfacies.

The facies model for the UG2 Reef has been maielelbped mainly from borehole exposure data inrtbheast of the property. T
integrity of the UG2 deteriorates towards the saett of the project area, where it occurs as adhiomite layer and/or pyroxenitic unit. I
thus unsuitable for the development of a relialgelggical facies model.

In the northeast of the project area the UG2 iatinadly well-developed and usually has three thin chromite s€hpeders) developed abc
the main seam.

The UG2 Reef facies can also be explained in texfnfisur distinct facies types. Several factors avge control the development of the L
package. Of these the digital terrain model (DTM)ttee Transvaal Basement is likely to have the nsighificant impact. The distin
variance in the various facies is seen as diregethted to the increasing isopach distance betwez=tlG2 and Merensky Reef. In this reg

the facies-types for the UG2 have been subdividemithe Abutment terrace facies, slope terracee&chid-slope terrace facies and the deep
slope terrace facies.

Mineral Resource- WBJV

Exploration work to date on the WBJV has focusedtloa definition of a mineral resource within theoject 1 (Elandsfontein al
Frischgewaagd) area at the southern end of the WINIngs (See Figure 4).
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Figure 4 - Topographic Map showing outline of WBWIdings and Elandsfontein Project Area
which is located between the north-south highwaythe eastern boundary of the project holdings
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Cautionary Note to U.S investors concerning estimas of Measured and Indicated Resourcesthis section uses the terms
Measured and Indicated Resources. We advise Uvestiors that while these terms are recognized andined by Canadian
regulations, the U.S. Securities and Exchange Casioni does not recognize thethS. INVESTORS ARE CAUTIONED NOT
TO ASSUME THAT ANY PART OR ALL OF MINERAL DEPOSITS IN THESE CATEGORIES WILL EVER BE

CONVERTED INTO RESERVES.

Cautionary Note to U.S. investors concerning estintas of Inferred ResourcesThis section uses the term Inferred Resources. We
advise U.S. Investors that while this term is regpgd and required by Canadian regulations, the Se&furities and Exchange
Commission does not recognize it. Inferred Res@ihese a great amount of uncertainty as to théstence, and great uncertainty as
to their economic and legal feasibility. It canbetassumed that all or any part of an Inferred kihResource will ever be upgraded
to a higher category. Under Canadian rules, estisnaf Inferred Mineral Resources may not form thsid of feasibility studies or
Pre-feasibility studiedJ.S. INVESTORS ARE CAUTIONED NOT TO ASSUME THAT PART OR ALL OF AN INFERRED
RESOURCE EXISTS, OR IS ECONOMICALLY OR LEGALLY MINE ABLE.

On September 21, 2006, we published our most regaddted independent resource calculation for tlBeJWproject area. On Novembel
2006, we filed a National Instrument 43-101 techhieport on the Canadian disclosure system SEDARW.sedar.con) dated October 2
2006 and titled “Updated Resource Estimation, WadBrishveld Joint Venture, Project 1 (Elandsfontaia Frischgewaagd)This report i
authored by independent Qualified Person Charlstuiller, BSc (Hons), Pr.Sc.Nat (SACNAPS 400201/68%lobal Geo Services (Pty) Lt
Rant-Enbal, Gauteng, Republic of South Africa. The remteals primarily with Inferred, Indicated and MeasliResource estimations. ~
specific data distribution and geographic layoubves for previously Inferred Resources to qualiy an upgrade to higher confidel



resource categories.
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The mineral resource estimate complies with SAMRBE Code, which sets out the internationally re@aphprocedures and standards
reporting of mineral resources and reserves intgéifiica. The SAMREC Ore Code allows for a resources or veseto be upgraded |
down graded) if, amongst others, economic, lega¥irenmental or permitting circumstances changes Wrethodology also relies on
structural and facies aspects of the geology tinddahe resource classification. The principalshaf reserve and resource classificatior
consistent with the Inferred, Indicated and MeagiResource classification and the Probable anddérBeserve classification.

The resources reported herein include the upgraditige Measured and Indicated Mineral Resourcegoates of a portion of the Meren:
Reef and UG2 Reef mineral resources. Approximad@$o of the WBJV surface area has been investigatetfiling to date by us, tt
operator of the WBJV. To November 27, 2006, we deted approximately 72,000m of drilling in 160 blooées (each with seve
deflections to sample additional reef intersecticrsd submitted approximately 20,000 samples falyais. This resource update inclu
the results up to borehole WBJV120, along with fmes results from Anglo Platinum. The resourcesestémated by the kriging method :
the Indicated Resources have drill spacing of apprately 250m or less. In keeping with best pratitresource estimation an allowance
known and anticipated geological losses is mades&laccount for approximately 18% of the area.r€seurce estimate has taken this
account.

The prill split estimates of the platinum (Pt), lpdium (Pd), rhodium (Rh) and gold (Au) — 4Ehave been provided in compliance v
National Instrument 4101. Caution must be exercised with respect toetlesdimates as they have been calculated by siarjttemetic
means. While a rigorous statistical process ofugsoestimates has been completed on the comblbegatdles consistent with South Afris
platinum industry best practice for estimation, pinél split has been calculated using the aritimetean of the assay information.

For modeling purposes, the Merensky Reef was dividéo two facies types consisting of one geoldgdmmain each whereas the U
consists of only one facies type with different lggical domains. Grade estimation was done witlpiectfic geological domains. A total
287 borehole intersections were utilized in thewvese calculation of which only 129 intersectiosild be used for Merensky Reef min
resource estimation and 158 for UG2. A number sfdnical boreholes were originally found to not me&h the quality assurance crite
and were not used in the evaluation of the prajesa.

The assay values reflect 4E (platinum, palladiunodium and gold). An area towards the southwesthggs identified where resou
estimation was not possible for the Merensky Reefng to the diamond drilling information havingténsected the reefs at less than
from surface resulting in excessive core loss dube presence of the regolith for the first 40nfuther reason is that reef identification
correlation problems often occur due to incomptete as a result of thinning of the reefs and/atigiraphy.

Reef width for purposes of these resource estimafess to a mining cut of one metre or more. Thethodology in determining the mini
cuts is derived from the core intersections. Gdhgrthe economic reefs are less than one metoktfihe marker unit for both the Meren
and UG2 Reefs is the bottom reef contaaetehromite seam of less than one centimetre. Thengicut is taken from this chromite contac
10cm below and extended vertically to include mafsthe metal content. If the resultant mining caitléss than one metre up from
chromitite contact, it is extended further to onetma in length. If thicker, the last significanpoeted sample value above one metre is a
to determine the top reef contact. The first 250@tWall sample is included in the mining cut be@aos footwall mineralization within tt
Merensky Reef package. If, in the case of the UG2fRthe Triplets are developed they are inclusethé mining cut. This methodolo
ensures that the mining cuts are consistent antbe@orrelated across the orebody.

The original borehole and its deflections have bammbined (weighted average) to represent a sintgesection for each borehole. Boret
reefwidth and PGM (3PGM + Au) grades used in the resm@stimation exercises are depicted in the tdidésv. The available borehe
data consists of previously drilled Anglo Platinbreholes and our recent drilling. The Anglo Platmborehole PGM values consisted o
Pd, Rh and Au. Some of the drilled holes did natehRh values and these were obtained from theiegistlationship between Pt and
values.
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The calculated mineral resource for both the Médgrad UG2 reefs are classified as Inferred, Inddand Measured Mineral Resour
The Merensky Reef was divided into two distinct dams based on different facies with specific litgital and mineralized characterist
The insitu interpolated grade models have been dilutedrg/bhannel width was less than a 1m mining width tliluted width of 1m. Re
thickness in excess of 1m are taken as that phatietidth. Refer to table (below) for the minerasource results.

Detailed below and as indicated in our news reledisgeptember 21, 2006 is the current independeaatigulated resource estimate for
WBJV Project:

Estimated Measured Resource Be

(MR FPP = Pegmatoidal Feldspathic Pyroxenite onMleeensky Reef; MR CR = Merensky Reef Contact Reafi UG2 = Upper Group Number 2 Chromitite Seamg Tatoffs for
Indicated and Inferred Resources have been estatlisy the Qualified Person after a review of ptatoperating costs and other factors.

C“t'g/‘;f) ©m 1 milion | Grade (g/t) | Mining width Tonnes Million ounces
4E tonnes 4E (metre) AE AE

MR FPP 100 2.186 7.11 1.24 15.452 0.500

uG2 100 2.266 3.35 1.47 7.591 0.244

Total Measured 4.452 5.20 23.133 0.744
Prill Splits Pt Pt(g/t) Pd Pd(g/t) Rh Rh(g/t) Au Au(g/t)
MR FPP 62.18% 4.42 26.00% 1.85 5.12% 0.36 6.70% 0.48
uG2 64.21% 2.15 24.00% 0.80 10.48% 0.35 1.30% 0.05

Estimated Indicated Resource Ba

(MR FPP = Pegmatoidal Feldspathic Pyroxenite onMieeensky Reef, MR CR = Merensky Reef Contact Raafj UG2 = Upper Group Number 2 Chromitite Seamg Thtoffs for
Indicated and Inferred Resources have been estatlisy the Qualified Person after a review of ptééoperating costs and other factors.

C“t'g/ftf) ©m | Milion | Grade (g/t) | Mining width Tonnes Milion ounces
4E tonnes 4E (metre) AE AE

MR FPP 100 14.933 6.46 1.26 96.467 3.102

MR CR 300 0.183 5.68 1.01 1.040 0.033

uG2 100 25.168 2.98 1.50 75..001 2411

Total Indicated 40.284 4.28 172.508 5.546
Prill Splits Pt Pt(g/t) Pd Pd(g/t) Rh Rh(g/t) Au Au(g/t)
MR FPP 62.18% 4.02 26.00% 1.68 5.12% 0.33 6.70% 0.43
MR CR 62.18% 3.53 26.00% 1.48 5.12% 0.29 6.70% 0.38
uG2 64.21% 1.91 24.00% 0.72 10.48% 0.31 1.30% 0.04

Estimated Inferred Resource Ba

(MR FPP = Pegmatoidal Feldspathic Pyroxenite onMleeensky Reef, MR CR = Merensky Reef Contact Raaff UG2 = Upper Group Number 2 Chromitite Seamg Thtoffs for
Indicated and Inferred Resources have been egstatlisy the Qualified Person after a review of ptéeoperating costs and other factors.
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C“t'g/ftf) ©m | Milion | Grade (g/t) | Mining width Tonnes Million ounces
4E tonnes 4E (metre) AE AE

MR FPP 100 3.257 6.56 1.22 21.366 0.687

MR CR 300 0.002 3.50 1.00 6.007 0.0002

uG2 100 11.792 3.48 1.50 41.036 1.319

Total Inferred 15.051 4.15 62.409 2.006
Prill Splits Pt Pt(g/t) Pd Pd(g/t) Rh Rh(g/t) Au Au(g/t)
MR FPP 62.18% 4.08 26.00% 1.70 5.12% 0.34 6.70% 0.44
MR CR 62.18% 2.18 26.00% 0.91 5.12% 0.18 6.70% 0.23
uG2 64.21% 2.23 24.00% 0.84 10.48% 0.36 1.30% 0.05

None of the estimates summarized in the aboveddias taken sufficient account of engineering,l/ggermitting, financial and other fact
for the resources in question to be consideredassified as reserves. They may never be convéstegserves and may not be economit
viable. The prdeasibility study which is now in progress, willgréss some of these issues. A Bankable Feasibilityty is targeted fi
completion towards the middle of 2007, subjectddnper approval.

The resource base for the WBJV is now at a suitedniéidence level to allow for the pfeasibility design process. Resources in the Mez
and Indicated categories can be included in thefgasibility financial model under SAMREC and Natéb Instrument 43:01 guidelines
Future drilling will now investigate further areadth reef potential along strike on Projects 2 &dreas within the joint venture area.

WBJV property includes the untested projected serfimace of the Merensky and UG2 Reefs, which Hmeen intersected in a numbe
boreholes in areas where resources have not béeedit date.

Recommendations

Further Work Required

The current mineral resource is classified partlyralicated and partly as Measured, with additioesburces classified as Inferred.

For the resource categories (Inferred and Indidatede potentially upgradeable, infill drilling e#s to be done. This drilling should
completed in time for the Prfeasibility study. After completion of the drillingnd the subsequent quality assurance and qualityrad
process, the additional data will be incorporated the current model as presented in this document

Obijectives to be Achieved in Future Work Programs

The objectives of the future work programs arerieuee the integrity of the mineral resource by aggrg the confidence level to furtl
increase the Measured and Indicated Resource caegdhe Prdeasibility study would allow for the engineeringdaeconomic evaluatic
whilst drilling continues as per the recommendation

The infill drilling phase should include at lea$t dditional boreholes accounting for 17,838 mareqNote: all of which has been comple
to November 17, 2006). Nineteen of these borehwaiisspecifically be drilled to upgrade currentfénred to Indicated Resources wt
potential mining is expected; and seven boreholisbe aimed at increasing the current Indicatedvimasured Resources, especially in
areas deemed to be in the start-up area of thatsiteine.
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Detailed Future Work Programs

To achieve the aboweamed objectives, the additional drilling will netedbe done on a 250m x 250m grid and in someriosgon a 125m
125m grid. Geostatistical parameters based on theéelad variograms indicate a range of 200m sufffoespurposes of upgrading 1
resource classification. The following table sumizes the proposed drilling program for Project 1.

No. of Average Total inclusive Total metres (plus Rate of Total cost
boreholes depth Cost/metre deflection drilling) drilling
26 550m R550 18,200 30 days R10.01 million

Declaration by the Qualified Person with Respect tthe Project Warranting Further Work

It is recommended that additional infill drillingead to be done for both the Merensky Reef and Wefsr It is further recommend that pre-
feasibility work be continue while drilling prograatvances.

War Springs and Tweespalk Properties, Northern Limh Bushveld Complex, RSA
Property Description, Location and Acquisitic

The War Springs (English translation of the farrmeaOorlogsfontein) property is located immediatelyhe south of the town of Mokope
(formally known as Potgietersrus), approximatel) Rlometres north of Johanneshburg, Republic oft§ddrica, in the Limpopo (Norther
Province. The War Springs property is centred otitlde 24° 14'(S) and Longitude 29 02'(E) and the mineral rights cover 2,396 hecti
We also hold a second property on the Northern Liahthe Bushveld Complex, the Tweespalk Propertyictvis not currently consider
material to our operations.

On June 3, 2002, we entered an option agreemeearno a 100% interest in the War Springs property the 2,177 hectare Tweesg
property both located in the Northern Limb or Riafrarea of the Bushveld Igneous Complex (“Bl@gyth of Johannesburg. Acquisition i
exploration costs on these properties to Augus28@6 totaled $3,037,993 (August 31, 2005 — $2%33),

We may purchase 100% of these mineral rights attiamy within three years from the grant of a prasimg permit on each property for |
$475 per hectare in year one, or US $570 per reeatayear two, or US $690 per hectare in year thi®e must also pay prospecting fee
the vendors of US $2.50 per hectare in year one$21%5 per hectare in year two and US $3.25 pemahed year three. Prospecting peri
were granted to us in August 2003 for the Tweespadiperty and in February 2004 for the War Spripgsperty. The vendors retain a
NSR Royalty on the property, subject to our righptirchase the NSR at any time for US $1.4 milliarc% finder’ fee applies to vend
payments.

Black Economic Empowerment groups Africa Wide araiig Minerals (Pty) Limited each have been gramtekb% interest in the W
Springs project carried to bankable feasibility e Yétain a net 70% project interest.

Africa Wide also has a 30% participating interesttie Tweespalk property. We have not recordegcaivable for Africa Wides share ¢
costs to date, which on August 31, 2006 were caledlto be $253,783 (August 31, 200525(994). We expect that Africa Wide will
able to fund their share of costs in the future anbunts recovered from Africa Wide will be treatesia reduction of costs relating to
Tweespalk property.

Figure 5 on the following page shows the underly@t@ and the War Springs and Tweespalk propertiés tiie prospective basal portior
the BIC extending from east to west near the sontherder of the property.
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Figure 5— Northern Limb Properties
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Previous Exploration Work

Cautionary Note to U.S. investors concerning estintas of Inferred ResourcesThis section uses the term Inferred Resources. We
advise U.S. Investors that while this term is redpgd and required by Canadian regulations, the 8egurities and Exchange
Commission does not recognize it. Inferred Res@iheee a great amount of uncertainty as to théstence, and great uncertainty as
to their economic and legal feasibility. It canbetassumed that all or any part of an Inferred kéihResource will ever be upgraded
to a higher category. Under Canadian rules, estisnat Inferred Mineral Resources may not form thsid of feasibility studies or
Pre-feasibility studiedJ.S. INVESTORS ARE CAUTIONED NOT TO ASSUME THAT PART OR ALL OF AN INFERRED
RESOURCE EXISTS, OR IS ECONOMICALLY OR LEGALLY MINE ABLE.

We completed prospecting and reconnaissance wotkeiVar Springs and Tweespalk properties in 20@B2004. Four soil geochemi
lines (1,000m apart) were sampled on the War Sgrprgperty during 2004. Additional soil lines wengt 250m apart and sampled dui
2005. Aeromagnetic data over an approximate 13Blamea covering the farms War Springs, Rooipoort Gnass Valley were interpret
during June 2004. A ground-based gravimetric suwvay performed at the end of September 2004.
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In 2004, we conducted a seven borehole drillingypam for a total of 2,667.97 metres on the Twedspadperty. Results were varied, as
targeted Plat-Reef stratigraphy was encounteretthauvalues returned were considered sabromic. Only one hole, the deepest

drilled by us on the property, TWO01, encounterecoginaging results, returning 5.19g/t 2PGE + Au aeinterval of 3.85 metres (at a de
of 645.90m). This hole suggests that the RGikeralization in the area of interest may be iasieg with depth. Other operators on
Northern Limb have demonstrated that the gradetandr of the Plat Reef does improve at depth inestonations. This theory rema
untested and we plan additional deep drilling oa phoperty to test this possibility. During 2005 fusther work was conducted on

property. At November 17, 2006, we were in thenpiag stages for a drilling program to further tdst area near and down dip of t
TWO1.

Phase 1 drilling commenced during mid—2004 on thar \Bprings property and PGhineralized layers named Reefs A, B and C
confirmed to cross the War Springs property. Eightholes were completed by the end of May 2003ingldo 7,433 metres of drilling.
total of 8,188 samples were collected for the dweiteation of the following elements: platinum (Rpplladium (Pd), gold (Au), copper (C
nickel (Ni) and cobalt (Co). Test pit and trencmgting was done south of the area drilled in PHadering October 2005 across anoma
areas indicated by the 2005 soil sampling progrEme. identified PGHEsearing layers were shown to extend southwardthdu,000 metre
from the area drilled in Phase 1.

In early 2006, we conducted a four borehole Phadellihg program for 1,446.19 metres in order ésttthe southern strike extension of
known mineralized zones. The Phase 2 diamond rdyilprogram included stepped diamond drilling hadesry 250 metres to test
projected extensions of the A, B and C Reef traoeghwest of the Phase 1 drilling area. Drillingused on testing the B and C reefs w
were shown to be the most promising in Phase lindyiend also the A reef to determine if it is betteveloped on this portion of
property. Holes were drilled to a target depth mgraximately 600m and 1,738 samples were collefiiethe determination of the followil
elements: Pt, Pd, Au, Cu, Ni and Co.

Based on the results of the 18 borehole drillinggpaim completed by us in 2005, a mineral resoustienate was completed compliant v
SAMREC Ore Code, which sets out the internationgdlyognized procedures and standards for repoofimgineral resources and reserve
South Africa. On January 6, 2006 we filed a Natlolmstrument 43t01 technical report on the Canadian disclosuréerysSEDAF
(www.sedar.com) dated December 6, 2005. The titth@report is Inferred Resource Declaration (Amended), War Sgrif@orlogsfontei
45KS), Northern Limb Platinum Propertynd it is authored by independent Qualified PerGbarles J. Muller, BSc (Hons), Pr.Sc.
(SACNAPS 400201/04) of Global Geo Services (Pty).LRant-EnBPal, Gauteng, Republic of South Africa. The repeals primarily witl
Inferred Resource estimations. The SAMREC Ore Gallbevs for a resource or reserve to be upgradedidamgraded) if, amongst othe
economic, legal, environmental, permitting circuamstes change. The methodology also relies on thetstal and facies aspects of
geology to define the resource classification. Ptiecipals of the reserve and resource classifioatire consistent with the Inferred, Indici
and Measured resource classification and the Plelaald Proved reserve classification.

The specific data distribution and geographic laydoes not allow the Inferred Resource to qualdy dny upgrade to higher confidel
resource categories. The total resource is tharefgthin the Inferred Resource category and theeefas no further subdivision or ¢
classifications.

Detailed Mineral Resource Tabulation

Three zones of mineralization were identified witllhe succession of layered mafic rocks drilledVdar Springs. They consist of an up
“C-Reef”, middle “B-Reef” and a bottom “A-Reefdn the footwall contact with the Transvaal sedimef@iagram 6.1). The econor
potential of these three mineralized zones willdependent on the type of mining method. The thest zones dip steeply at 685 the
northwest. Opemrast mining of these steep dipping mineralized gdherefore has limited or no economic potentialumtent grades. Minir
of these reefs will have to be considered as aengndund operation. The B and C reefs are on ageragr 4m thick, whereas the A reef it
average only 1.56m thick. The 2PGE+Au grades frioese three mineralized zones are on average Q.99g/2PGE+Au grades on their c
will have no true economic potential. However, fiiiekel and Copper values are relatively high anc¢cambination with the PGE’anc
thicker mineralized zones will have economic pagniThus, the primary mineral resource is the cior value of the nickel and cop
with the PGEs as secondary or by product. Low-gragteralization is associated with the “A-Re@fimediately above the footwall cont
with the Transvaal sediments. Economic reef thisknaries from 1-2.3m grading between 020%g/t 2PGEs + Au. Ni and Cu average
0.08% and 0.04% respectively. For both opast and underground mining this reef does not hatsufficient metal content or grades t
economically viable. The A Reef was therefore edellifrom the mineral resource.
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Key Assumptions, Parameters and Methods of Resdlatmilation

A total of 18 boreholes were drilled in the areanérest of which only eight boreholes intersedtesl A Reef, 11 boreholes intersected tl
Reef and 7 boreholes intersected the C Reef. Nedfieins were drilled. Both the B and C reefs aneaverage more than 4m thick, whei
the A Reef is only 1.56m thick. The samples wittfie reef intersections have been composited on @nflerval. The assay values refl
2PGE+Au. Borehole coordinates, reefith, 2PGE+Au, Ni and Cu grades used in the respestimation exercises are depicted in the
below.

In the evaluation process the 2PGE+Au (g/t), Ni,(@) (%) and channel width (cm) are used. The cblanith refers to the corrected r
width. The values have been interpolated into ébBigk model. From the 3D reef wireframes a dip niedes interpolated into the 3D blc
model. The interpolated dip parameter was usedtiannel width corrections. No geological domainsasies have been delineated for
respective reef types. Each reef was treated agewlegical domain.

From the interpolated block model a mineral resewras calculated for the B and C Reefs. The tablenbshows the tonnage and grade
each reef at a specific caff grade (Ni %). Both the B and C reefs are thicke&in a minimum mining width and were therefor¢ dituted
Diagram 9 shows the grade tonnage curve for tHerdifit reefs at a Ni % cut-off.

The results of the independent resource calculg@iformed during October 2005 show an InferredoBes of 29.4 Mt at an average gr
of 1.03g/t 2PGE+Au and thus a metal content of @0 ,ounces of 2 PGE+Au for the B and C Reefs coath{ioptimized at a breakver
gross metal value (“GMV") cut-off). The total NidrCu metal content for the two reefs combined ig32 tons Ni and 33,649 tons Cu.

War Springs Resource Estimati



_ _ Mestal Conient
Cut-Dff | Tonnege Ni Cu_|[dPGE+Au] Ni Cu_ | 2PGE+AU [ ZPCE+AU
NI% E % % git 1 t g Moz
pod | 14158971 o8 | o6 | oee | =155 22214 11585557 0372
005 | 44457308| ode | oqe | oer | 29454 22243] 14585070 0472
n DO8 | 14001011| 018 | 046 [ 082 | 2048 22158 11536055 0.7
u D10 13.087.078) 019 | 047 | 085 | 25207| 21.623| 11006727 0.357
o 015 8770814 023 | 020 | 085 | 19,748) 17809 84577183 0272
0.20 4712072 027 | 024 190 | 1272 11320 5601388 0180
035 2405134 032 | 030 1.55 7504 69| 37R2663 012
0.00 18,600,976 0.08 | 0.07 12 | 14,714 12,248| 23,030,363 0140
pos | 152430%1| 000 | oor 124 | 132333 11,152 18,333 964 0580
i 0.08 8617381 011 | 008 1.28 9100 7004] 10723933 0345
E_i 0.0 3,086543| 042 | 01D 1.%2 5,087 3873 4006185 0158
O 015 668,313 018 | 014 143 1,185  9m4| B3 463 0.0F
0.20 104404 023 | a7 1.53 738 10| 130278 0004
025 18353) 0o | 021 1.84 48 3| w400l ooM
D.OQ | 33066848 012 | Q.11 105 | 40,884 35,19 34,515,850 1113
D05 | 20400334 013 | Q.14 102 | 20387 3336820919033 0962
3 oo | 22&18372| 015 | 012 | o088 | 3148 25,160 22,240 983 0.y15
B 010 | 1roszszi| o8 | 045 | omd | 0314 25405 18,002 524 0.515
- D15 9440127 022 | 020 | o008 | 93| 18513 9288653 026
0.2 448478 027 | 024 140 | 12888 11510 57M 845 0484
0.25 247 486| 032 | 028 1.56 7838 6957 3FE362 O

("Moie: 306 [Specific Gravity) of 3.15 was used in all tonnage calculations)

DIAGRAM O: Grade Tonnage Curve for the B and C Haafs

Grade Tonnage Curve - B and C Reefs
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Interpretation and Conclusior

Geological mapping by the South African GeologiSalvey has indicated the War Springs Property tinlgart underlain by Rustenbt
Layered Suite rocks of the BIC, potentially inclouglirocks of the Critical Zone. The primary expl@vattarget on the property is Platr
PGM mineralization on a 5.2 kilometre strilength of BIC basement contact indicated on thepery by previous mapping (Geologi
Survey). Drilling by PTMRSA has confirmed historical reports that our esqtion properties are underlain by favourable ggpldn
addition to this, recent exploration success oa@ajt properties to War Springs indicates thatghigerty has significant potential to ho
PGM deposit of the “Platreef style” of mineralizati

Exploration drilling within the zone of economidénest identified three mineralized zones (“A”-;"*Band “C"-Reefs). The “C"Reef occur
towards the top of the “Critical Zone/Platreef” aisdcharacterized by mineralized (predominantlyprérositic lithologies. The “B'Ree
occurs towards the central portion of the packagkis characterized by mineralized (predominamilyoxenitic ultramafic lithologies. Tl
“A"-Reef is characterized by feldspathic pyroxenitéh mineralized chromitite or chromitiéch lithologies. Noritic lithologies dominate
the areas between the mineralized reefs.

Recommendation

We are in the process of analyzing and considatiagesults of the 2005 and 2006 drilling prograArsinternal scoping study and finant
model has been constructed to aid in this asse$sethe present time, we consider the mineralirats understood to be at best «
marginally economic. Additional drilling to testethfurther strike extension of the known mineralizazhes, as well as their tenor .
continuity at depth, is under consideration. Noitoltlal exploration work is currently planned omemitted for the calendar year of 2006.

Other Mineral Properties

Summary details of our other mineral property ie$¢s in Canada can be found in Note 6 of the alifiitencial statements for the year er
August 31, 2006.
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Item 5 — Operating and Financial Review and Prospés

The following discussion of our financial conditiazhanges in financial conditions and results adrafions for each of the three years el
August 31, 2006 should be read in conjunction with consolidated financial statements and relat#édsnincluded therein. Our consolid¢
financial statements are presented in Canadiamrdodnd have been prepared in accordance with @Gan&RAP. Differences betwe
Canadian GAAP and U.S. GAAP, as applicable to aampmany, are set forth in Note 15 to the accompanyonsolidated financi
statements.

Critical Accounting Policies

Our accounting policies are set out in Note 2 ahaflthe accompanying consolidated financial stateis In addition to these consolid:
financial statements, the following accounting piels are also detailed below:

Effective September 1, 2004, the Company adoptedatnended recommendations of the Canadian Insutut€hartered Accountar
(“CICA") Handbook Section 3870Stock-based Compensation and Other Stock-based dréaym Under the amended standards of
section, the fair value of all stock-based awam@dspd are estimated using the Bl&dholes model and are recorded in operations bed
vesting periods. The compensation cost relatestioick options granted after September 1, 2004ciwrded in operations.

Previously, the Company provided note disclosurprofforma net earnings and pro forma earningspare as if the fair value based me!
had been used to account for share purchase ogi@méed to employees, directors and officers afteptember 1, 2002. The amen
recommendations have been applied retroactiveiy f@ptember 1, 2002 without restatement of priciogde. As a result, as of Septembe
2004, the deficit was increased by $318,000, coated surplus was increased by $304,977, and slapital was increased by $13,023
share purchase options granted in prior years gaetised in Fiscal 2005.

There are two policies that, due to the naturénefrhining business, are more significant to ouarfirial results. These policies relate tc
capitalizing of mineral exploration expendituresldine use of estimates.

Under Canadian GAAP, we deferred all costs relatindpe acquisition and exploration of our mingradperties. Any revenues received fi
such properties are credited against the costhefptoperty. When commercial production commermesany of our properties, a
previously capitalized costs would be charged terafions using a unit-gffroduction method. We regularly reviews deferrepl@vation cost
to assess their recoverability and when the cagrymlue of a property exceeds the estimated nelvezable amount, provision is made
impairment in value.

Management reviews the carrying value, for accagngiurposes, of mineral rights and deferred exfitmracosts on at least a quarterly b
for evidence of impairment. This review is genlgrahade with reference to the project economicsluiing the timing of the explorati
work, work programs proposed, exploration resuitsieved by us and others in the related area eféat and any changes in the status ¢
property. When the results of this review indiddu&t a condition of impairment exists, we estimthgenet recoverable amount of the defe
exploration costs and related mining rights by negfiee to the potential for success of further engtion activity and the likely proceeds ta
received from a sale or assignment of rights. Wthencarrying values of mineral rights or defereagbloration costs are estimated to exi
their net recoverable amounts, a provision is nfadéhe decline in the value.

When assessing for evidence of impairment, we r@fay to the other factors relevant for companiethe extractive industries. These fac
include unfavourable changes in the property (idiclg disputes as to title), inability to access #ige, environmental restrictions
exploration or development and political instakilin the region in which the property is locateldurthermore, we conclude an even
impairment has occurred when any of the followingditions exist:

a. our work program on a property has significantlamged such that previously identified resourcedirgr work programs are
longer being pursued;
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b. exploration results are not promising and no mooekvis being planned in the foreseeable future; or
c. remaining lease terms are insufficient to condeciessary exploration work.

The existence of uncertainties during the exploraitage and the lack of definitive empirical ewicke with respect to the feasibility
successful commercial development of any explonapimperty do create measurement uncertainty comgethe calculation of the amoi
of impairment. We rely on our own or independestineates of further geological prospects of a paldr property and also consider
likely proceeds from a sale or assignment of thbts.

The latter will often be indicated by offers thatra@wompany or others have received for exploratights in the same or similar geologi
area. In many cases, the identified conditiommfairment will result in a determination that netlier exploration activity be performed ¢
the amount of the writedown is the entire carryiatue of the interest.

Under U.S. GAAP, we expense all costs relatindioexploration of our mineral properties prior lte establishment of proven and prob
reserves. After that point, these costs are dggthas development costs. When commercial ptimtucommences on any of our proper
any previously capitalized costs would be chargegperations using a unit-of-production method.

Our financial statements are based on the seleatidnapplication of significant accounting poligcissme of which require managemer
make estimates and assumptions. Estimates arel lmasdnistorical experience and on our future exqtemis that are believed to
reasonable; the combination of these factors fahmdbasis for making judgments about the carrymges of assets and liabilities that are
readily apparent from other sources. Actual resalé likely to differ from our current estimatesldhose differences may be material.

During the fiscal year ended August 31, 2006 theloss under U.S. GAAP was $8,537,460 (2005 - $8393; 2004- $,675,466), whic
was $4,684,187 (2005 - $4,316,945; 20042;482,839) higher than the net loss recognized n@@dmadian GAAP. Of this differen
$5,474,479 (2005 - $5,309,860; 2004,/ 1,412) relates to the fact that under U.S. GAAReral property acquisition and exploration &
are expensed as incurred rather than capitalizéiti management has determined that an impairmerstsein the carrying value of t
property, as they are under Canadian GAAP. An arnof $Nil (2005 - ($1,136,055); 2004 -NB) relates to the cost of stock ba
compensation for employees and directors whichniexpense under Canadian GAAP, but was treated amlg disclosure item by ¢
company under SFAS 123 in the USA for fiscal ygaier to August 31, 2006. In 2006 there was ndedénce in the treatment betw
Canadian and U.S. GAAP. Also, an amount of $5,806ld be recognized as a recovery for U.S. GAAR®6 versus an expense
$660,574 in 2005 (2004 — expense of $190,242) dtieet difference in the accounting for income taoieshe issuance of flothrough share
for Canadian GAAP versus U.S. GAAP. Finally, acktoption expense of $50,200 would be recognize2D®6 under U.S. GAAP (2005a-
recovery of $37,800; 2004an expense of $125,510) relating to the differaheé under U.S. GAAP, stock options which have begmicec
are subject to variable accounting.

Overview

Our main objective is to acquire mineral properti@sance their exploration and, if warranted, depe and bring them into commerc
production either directly or by way of joint verduor option agreements or through a combinatiothefforegoing. We are aiming
develop our properties to a stage where they cbaldxploited at a profit. At that stage, our ofierss would to some extent be depen
upon the world market price of any minerals mined.

We have deferred mineral property acquisition casats exploration expenditures of $16,660,885 atusu@1, 2006 compared to $12,091,
at August 31, 2005 and $5,995,550 at August 31420the recoverability of these amounts is dependpan the existence of economic.
recoverable reserves, securing and maintaining ditld beneficial interest in our properties, oulitglto obtain the necessary financing
meet our obligations under various agreements la@atempletion of the development of our propertss; future profitable production,
alternatively, upon our ability to dispose of ooterests on an advantageous basis. We have iddasses since inception of $15,410,
and have working capital of $8,602,700 at AugustZD6; in light of these facts, there is some d@sbto our ability to continue as a gc
concern.
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Future writedowns of properties are dependent on many factocduding general and specific assessments of mingsources, ti
likelihood of increasing or decreasing the resaosiréend costs, estimates of future mineral pripesential extraction methods and costs
likelihood of positive or negative changes to theimnment, taxation, labor and capital costsis hot possible to assess the monetary in
of these factors at the current stage of our pt@gser The dollar amounts shown as mineral properind deferred exploration expendit
are direct costs of acquiring, maintaining and esipg properties, including costs of structures agdipment employed on the properties
allocations of administrative management salari@sedd on time spent and directly related to spegifaperties. These amounts do
necessarily reflect present or future values.

Additional financing will be required for furthexgloration and development of our properties. 8ilthh we have been successful in the
in raising funds, there is no assurance that wigbsikble to raise the necessary capital to meeuoding obligations in the future.

We have not been required to make any material redipee for environmental compliance to date. ©@perations may in the future
affected from time to time in varying degrees bymes in the environmental regulations. Both tkalihood of new regulations and th
overall effect on us are not predictable. Sear{l®— Key Information, Risk Factors.”

Operating Results

We are not adversely affected by inflation at thespnt time, and are not likely to be in the neture. However, there is no guarantee
this will remain to be the case. High or extremies of inflation would adversely affect our busie

We may be adversely or favorably affected by fareigrrency fluctuations. In the normal course of business, we enter into transact
for the purchase of supplies and services denomdniat South African Rand. We also have cash andiodiabilities denominated in Sot
African Rand. As a result, we are subject to fgmeéxchange risk from fluctuations in foreign exuppa rates. In the past year, the S
African Rand has fallen in value against the Caaradiollar by approximately 14%.

Year Ended August 31, 2006 Compared to the Year Emdl August 31, 2005

We have been very active in 2006, primarily on\#BJV in South Africa. The scale and tenor of thBIW makes that project an investrr
focus for us, and as a result our other project® lieen less active during the fiscal year. Duthegyear, we incurred a loss of $3,853
(2005 - $3,795,648). Before a non-cash chargettmkshased compensation of $110,176 (200%,283,289) and for mineral property cc
written of $1,174,325 (2005 — $974,294), genera administrative expenses totaled $2,808,715 (2055466,085). Interest, other inco
and recoveries amounted to $235,236 (200218$373). The loss for the year in 2005 was rediune a provision for future income f
recoveries of $793,000, while in 2006 there wasunch provision.

As operator of the WBJV, we have engaged a musiifline team of independent engineers, which conue@ detailed préeasibility stud:
work in early January 2006. The peasibility study will consider the opportunitiesepented as the result of further drilling up t
September of 2006. Approximately 40% of the WBJWface area has been investigated in drilling tee.daro November 2006, \
completed approximately 160 boreholes for 72,00&@seof drilling on the WBJV. During calendar 2006 completed three indepenc
resource calculations for the WBJV, the most recem being published on September 21, 2006. Adosember 2006, we have deplo
five drilling rigs for further drilling of the WBJVprimarily in the Project 2 and Project 3 areathefproperty.

From October 2004 to April 2006, we operated antéd a required exploration program in the amodi@AR 35 million (at August 3:
2005 approx. US$5.4 million; C$6.44 million). Th¥¢BJV partners are now required to fund their peorta¥ further expenditures pnate
based upon their working interest in the joint veat In March 2006, the WBJV partners approve@@cZash budget for the WBJV total
ZAR 29,712,200 (approx. Cdn $4.59 million at AugB&t 2006). Later, in September 2006 this budget increased to a cumulative tote
ZAR 76,393,208 (approx. Cdn. $11.75 million at epver 2006). Each party is required to fund theirata share of the approved buc
by way of several separate cash calls. To NoverhBeP006, both our company and Anglo Platinum Haweled ZAR 21,370,075 towal
the approved
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budget and Africa Wide has funded ZAR 3,200,000.th® $2,126,584 in accounts payable at Augus2B806, an amount of $1,850,000 \
incurred on behalf of the WBJV.

In May 2005, we reached agreement to purchaseudthce and mineral rights to the Elandsfontein IQ® property, how a compon
property in the WBJV, in exchange for ZAR 7.0 naifii On September 16, 2005, we made a final payofefAR 2.8 million to close tr
purchase.

Mineral property acquisition costs deferred durihg year totaled $300,928 (2005 - $1,815,434).h@3f amount $93,367 (2005+512,446
related to WBJV properties. Exploration and depeient costs deferred in the year totaled $5,474(2005 - %$,309,860). Of that amot
$4,998,447 (2005 - $3,023,125) was incurred onWHgJV. A further $448,610 (2005 -186,859) was incurred on other South Afri
properties while $27,422 (2005 - $1,079,938) wasiired on Canadian properties

Cost recoveries on Canadian mineral propertiesndutfie year amounted to Nil (2005 - $55,000). bwgrthe year $1,174,325 (2005 -
$974,294) in deferred costs relating to mineralpprties were written off. An amount of $964,84D(2 - $58,844) was written off fi
Ontario projects while the balance of $209,478 B0®15,450) related to South African write offs. Sesails of the WBJV and mine|
properties in Notes 5 and 6 of our audited findrst@ements.

Year Ended August 31, 2005 Compared to the Year Emdl August 31, 2004

During the year ended August 31, 2005, we incuaddss of $3,795,648 (2004 - $2,242,627). Beforeoa-cash charge for stock ba:
compensation of $1,283,289 (2004 - $92,881), gérserd administrative expenses totaled $2,466,08942 $,723,248). Interest, ott
income and recoveries amounted to $218,373 (2084130,106). The loss for the year includes minerapprty write down expenses
$974,294 (2004 - $1,044,542) and is reduced bywaigion for future income tax recoveries of $798,0R004 - $278,000).

On October 27, 2004, we announced the formatiothefWBJV with Anglo Platinum and Africa Wide. Wodommenced immediate
thereafter on the WBJV project and the rate of wawkelerated during the year. Activities consisibresearch and data review, prospec
mapping, engineering and drilling of the projeceéar In August of 2005, we completed an engineerengew, a statement of inferr
resources, and Preliminary Assessment of thediestned project on the WBJV in compliance with Naél Instrument 43:01. We were als
active with an exploration program on the War Sgsiproject in South Africa, consisting of diamondlidg, geophysical surveys and grot
prospecting.

During the year, we executed a settlement and pgechgreement for both the surface rights and alinights to the Elandsfontein 102
property, now a component property in the WBJV e Tttal purchase price became ZAR 7.0 million (agp€$1.3 million), after a discot
of ZAR 200,000 for early settlement. Prior to AggB1, 2005, we paid out ZAR 4.2 million in paynmseahd in September 2005 paid a 1
payment of ZAR 2.8 million to complete the trangat

Other work during the year included the completiassessment and analysis of drilling and geophygsalts from the Seagull project ¢
the Lakemount project, both located in Ontario, &k

We have increased our general level of activityhia past two years in South Africa. Activities imr@ada have been reduced, as the
advanced nature of the WBJV project has caused lietome our investment focus. We still activelyiee many potential propel
acquisitions in the normal course of business. elalso increased marketing efforts in order igeraur profile in the capital markets.

Mineral property acquisition costs deferred durthg year totaled $1,815,434 (2004 51%,777), most of which was for South Afri
property acquisition costs and payments. Explonaéind development costs deferred in the year tht&#309,860 (2004 -25711,412). C
that amount $1,079,938 (2004 - $1,330,643) wasriaduon our Canadian properties. An amount of 1222 (2004 - $,380,769) we
incurred on our South African properties.

Cost recoveries on Canadian mineral propertiesndutie year amounted to $55,000 (2004 - $78,75Q)inD the year $974,294 (2004 -
$1,044,542) in deferred costs relating to minerapprties were written off. An amount of $958,820@4 - 9,018,252) was written off f
Ontario projects while the balance of $15,450 (20(26,290) related to South African write offs. Se¢ade of the WBJV and minel
properties in Notes 5 and 6 of our audited findrst@ements.
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Year Ended August 31, 2004 Compared to the Year Erdl August 31, 2003

During the year, we incurred a loss of $2,242,62008 — 4,748,993). Included were mineral property writavd expenses of $1,044.t
(2003 — $815,714) and a provision for future incamerecoveries of $278,000 (2003 — $212,400).

During the year, we actively reviewed many potdmiraperty acquisitions and increased efforts teg@ur profile and liquidity in the capi
markets. Due to these factors, we incurred gelyeraher costs in 2004 over prior years.

Net general and administration expenses in 2004 $£)381,432 (200- $905,248) after accounting for interest and otheoine of $430,1C
(2003 - 4.77,068). During the years 2002, 2003 and 2004company grew substantially through the amalgamnanith New Millenniun
Metals Corporation and expansion into the RepulifliSouth Africa. General and administrative exgsnare generally higher as a resu
this growth. During 2004, we opened and staffeeémnanent office in Johannesburg and commenceceaetploration. The costs descri
above include corporate finance fees of $100,00032 $nil); management and consulting fees of &2 (2003 — $32,201); office an
miscellaneous expenses of $106,306 (2003 - $ 6%,p68fessional fees of $130,383 (2003148,357); salaries and benefits of $404
(2003 - $167,115); shareholder relations expensk88f090 (2003 - $159,532); travel expenses of &IR1(2003 - $0,364); and promotic
expenses of $126,464 (2003 - $42,560). Stock cosgi®n expense, a non-cash item, amounted to &82004 (2003 -4R2,051). Al
amount of $6,500 (2002 - $29,875) in expense relaePart XI1.6 tax applied by the Canadian Fedgoalernment on unspent flothrougt
funds from the previous year. An amount of $4,68103 — $1,508) was expensed for new property investigatsing the period. Intere
and other income for the year totaled $430,106 320R177,068).

Acquisition costs deferred during the current yiedaled $515,777 (2003 -4%$9,809). Exploration and development costs dedein 200
totaled $2,711,412 (2003 — $1,296,469). Of thavamh $1,330,643 (2003 483,889) was incurred on our Canadian propertfas.amoun
of $1,380,769 (2003 - $812,580) was incurred onSnuth African properties.

Cost recoveries before adjustments on mineral ptiegeduring the year amounted to $78,750 (200340,835)). In 2003, recover
amounted to $141,539, but after recognizing ansadjant for $181,874 in work converted to share¥\Mneaton River Minerals Ltd. (knov
as Goldcorp Inc. since 2005 merger), the net amfmurthe year was a charge of $40,335. Duringytr $1,044,542 (2003 -8$5,714) il
deferred costs relating to mineral properties wetigen off. An amount of $1,018,252 (200351%,830) was written off for Ontario proje
while the balance of $26,290 (200330%,884) related to South African write offs. Qur &\gnew Lake Property located west of Sudk
Ontario, joint venture partners Pacific Northwesapfal and Kaymin Resources Limited, (a subsidiafy Anglo Platinum) spel
approximately $2.5 million on the property.

During 2004, we spent $302,573 (2003288,320) on exploration work on the Shelby Lake &ad des lles, Ontario properties. W
consisted mostly of drilling, mapping and geochémis

Liquidity and Capital Resource

Our working capital is a direct result of the exxe$ funds raised from the sale of equity sharabthe receipt of property payments ¢
expenditures into acquisition and exploration castsvell as administrative expenses. The workagtal balance at the end of the follow
periods were: August 31, 2006: $8,602,700; Au@ist2005: $1,396,283; August 31, 20042;364,360. Fluctuations in working cap
stem from timing differences between when monewised from equity issues and when expenditures@remitted on exploration.

Cash and cash equivalents at August 31, 2006 ¢tb$il6,066,801 compared to $2,750,461 at Augus2305 and $2,423,176 at August
2004. The cash and cash equivalents are attrileupaimarily to the issue of share capital. AsfdEm cash and cash equivalents, we ha
material unused sources of liquid assets at AugLis2006, 2005 or 2004.

During Fiscal 2006, we issued a total of 10,532,5H&res (2005 - 8,571,216 shares) of Common Stbakich 10,507,547 shares (2005 -
8,546,216 shares) were issued for cash procee@®i®f97,710 (2005 - $8,482,291), plus $47,669 (20@%3,023), which came fro
contributed surplus. A further 25,000 shares (20@%,000) of Common Stock were issued for
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mineral properties for a value of $40,000 (20028,$00). Cash proceeds were to be spent on mipsypérty acquisitions, exploration &
development as well as for general working captaiposes. The primary use of cash during the yeer fer acquisition and explorati
expenditures, being approximately $6,423,839 (2085,395,698), management fees and expenses of8B6{2005 - $26,167) and oth
general and administrative expenses of $2,440,80@4( - $2,139,918) as calculated before applyimpracash charge of $110,176 (2005 -
$1,283,289) for stock compensation expense.

During Fiscal 2005, we issued a total of 8,571,8héres (2004 - 6,756,148 shares) of Common Stoekhath 8,546,216 shares (2004 -
6,745,239 shares) were issued for cash proceet8, 482,291 (2004 -5981,397), and $13,023 came from contributed sarpA furthe
25,000 shares (2004 - 10,909 shares) were issuexifieral properties for a value of $28,000 (20@8,600). Cash proceeds were to be
on mineral property acquisitions, exploration aegalopment as well as for general working capitappses. The primary use of cash du
the year was for acquisition and exploration exjiengs, being approximately $5,395,698 (20043;1%8,589), management fees
expenses of $326,167 (2004 - $322,996) and othergeand administrative expenses of $2,139,91842@1,400,252) as calculated bef
applying a non-cash charge of $1,283,289 (2002;88) for stock compensation expense.

During Fiscal 2004, we issued a total of 6,756,848res of Common Stock of which 6,745,239 shareg wsued for cash proceeds
$5,981,397. A further 10,909 shares were issuethfoeral properties for a value of $3,600. Caslteedls are to be spent on mineral proj
acquisitions, exploration and development as welfoa general working capital purposes. Our primsgurce of capital has been from
sale of equity. The primary use of cash duringytear was for acquisition and exploration expemd#&ubeing approximately $3,178,!
(2003 - $1,178,638), management fees and experfs€82@,996 (2003 $232,201) and other general and administrativeces@s ¢
$1,488,542 (2003 - $850,115).

Research and Development, Patents and Licences,

We do not engage in research and development taesivi

Trend Information

Factors which may have a material effect on owrtifinancial condition are set forth in “Item Xey Information, Risk Factors”.

Off-Balance Sheet Arrangements

There are no ofbalance sheet arrangements that have or are rdédgdikely to have a current or future effect onrdinancial conditior
changes in financial condition, revenues or expenmasults of operations, liquidity, capital expimes or capital resources that is materi
investors.

Tabular Disclosure of Contractual Obligations

The following table discloses our contractual osligns for optional mineral property acquisitiorypeents, optional exploration work &
committed lease obligations for office rent andipment. We have no long term debt or loan obligetioUnder the terms of several of
mineral property option and purchase agreement@reveequired to make certain scheduled acquisgayments and incur minimum ann
exploration expenditures as summarized in the thblew in order to preserve our interests in tHateel mineral properties. In the event
are unable or unwilling to make these payments,likely that we would forfeit our rights to acqeithe related properties.

Payments due by period
Contractual Obligations Total <1 Year 1-3Years 3 -5 Years > 5 Years
Acquisition payments $ 6,258,71({ $ 5,692,60 $ 566,11 $ $
Exploration costs 1,402,35] 402,35 1,000,00 0
Lease obligations 377,823 149,377 176,83] 51,62(
Totals $ 8,038,88 $ 6,244,32 $ 1,742,941 $ 51,62 $
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Item 6 — Directors, Senior Management and Employees

Directors and Senior Managemel

The following table sets out certain informatiomcerning our directors and executive officers. HEdgector holds office until our ne
annual general meeting or until his successoristetl or appointed, unless his office is earligated in accordance with our Articles, or v
the provisions of th®&usiness Corporations A¢British Columbia) (the “BCA"). The officers are appointed at the pleasure of therdo
directors.

Name, Position, Age and Principal Occupation or Employment Date Appointed
Country of Residence
R. MICHAEL JONES Professional Geological Engineer February, 2000
Chairman, President, CEO and Director Chairman, President, CEO and Director of PTM
Age: 43
Resident of Canada
FRANK R. HALLAM Chartered Accountant February, 2002
CFO and Director CFO and Director of PTM
Age: 46
Resident of Canada
BARRY SMEE D @ Geologist and geochemist February, 2000
Secretary and Director President of Smee & Associates, a consulting,
Age: 60 geological and geochemistry company; Directgr
Resident of Canada and Secretary of PTM
IAIN McLEAN D@ CEO of Municipal Software Corporation Canad&ctober, 2000
Director and Consultant of Corporate Developmeria software development company
Age: 51
Resident of Canada
ERIC CARLSON (D President of Anthem Properties, real estate  [February, 2005
Director development, investment and management
Age: 48 business established in 1991
Resident of Canada
JOHN GOULD Geologist June, 2003
Managing Director of PTM-RSA Managing Director of PTM-RSA
Age: 49
Resident of South Africa

Notes:
(1) Member of the Audit Committee
(2) Member of Compensation Committee

No director and/or executive officer has been thigect of any order, judgment, or decree of anyegomental agency or administrator o
any court or competent jurisdiction, revoking orspending for cause any license, permit or othehaity of such person or of a
corporation of which he is a director and/or exaubfficer, to engage in the securities businasghdhe sale of a particular security
temporarily or permanently restraining or enjoinamy such person or any corporation of which henifficer or director from engaging
or continuing any conduct, practice, or employmi@entonnection with the purchase or sale of se@&gitor convicting such person of
felony or misdemeanor involving a security or aspect of the securities business or of theft amf felony.

While our directors and executive officers are imed in other business ventures and do not spdhtimfie on the affairs of our company,
believe that each devotes as much time to theraihiour company as are required to satisfactealyy out their duty.
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There are no family relationships between any twanore directors or executive officers. There mpoearrangements or understand
between any of the directors or executive officerajor stockholders, customers, suppliers or otharsuant to which any person referre
above was selected as a director or executiveenffic

R. Michael Jones, P.Eng, Chairman, President, CEOral Director

Mr. Jones holds a Bachelor of Applied Science (@gichl Engineering) from the University of Toront®985). Mr. Joneskxperienc
includes mineral exploration in Canada, the U.SGuyana, and Honduras for base and precious neitetle 1985 and includes the forma
and management, as a senior executive, of mingphbmation, development and mining companies. Mmes has been a senior office
public mineral exploration and development compausiace 1987. He was a founder of Glimmer Rescuhte. that was involved in t
discovery and exploration of the Glimmer Gold mimear Timmins, Ontario. He was the President ofh&drtal Gold Corporation,
producing gold mining company from 1992 to 1997 &om 1997 to 1999, he was a Vice President ofrAbesources, a mining comp:
that is developing a diamond mine. Mr. Jones hdaserplored for PGE deposits prior to his work withr company. Currently Mr. Jor
spends approximately 90% of his time on the affafreur company. His responsibilities include mgeraent of our business and the f
review of exploration programs and budgets.

Mr. Jones is also a director of Jerico Exploratitms, a public company with a mineral exploratiproperty in Arizona, a director MA
Silver Corp., a public company with silver propestin Mexico, and West Timmins Mining Inc., a pabtiompany with gold properties
Canada and Mexico.

Frank R. Hallam, BBA, CA, Chief Financial Officer and Director

Mr. Hallam received his Bachelor of Business Admstirdtion from Simon Fraser University in 1990. oPtio 1989 Mr. Hallam worked in t
mineral exploration industry in British Columbiacarlberta. From 1989 to 1994 Mr. Hallam was a 8Semssociate with Coopers
Lybrand (now PriceWaterhouseCoopers) where he sl as an auditor in the mining practice. Mallein qualified as a Chartel
Accountant in 1993. Mr. Hallam left public pragim 1994 and since then has served at the serinagement level with several publi
listed resource companies. His experience inclumtieing finance and mineral exploration and operatiin Canada, the U.S.A. and sev
countries in East and South Africa. Prior to mgalvement with our company Mr. Hallam was invohedthe formation and operation
exploration joint ventures with Newmont Mining Corption, Barrick Gold Corporation and Johannesliiwgsolidated Investment Compi
Limited. Mr. Hallam currently devotes 90% of hisi¢ on the affairs of our company.

Mr. Hallam is also a senior officer of MAG Silveofp., a director of Jerico Explorations Inc., aisenfficer of Callinan Mines Ltd., a ba
metals exploration company with projects in Manit@mnd British Columbia and a director and senificeff of West Timmins Mining Inc.

Barry Smee, PhD., PGeo, Secretary and Director

Dr. Smee received his PhD from the University ofMN@runswick in 1982 and received his B.Sc. from theversity of Alberta in 1969. +
holds the professional designation of P.Geo fronE@GBC. Since 1990, Dr. Smee has been the Preside®inee & Associates, offeri
consulting, geological and geochemical servicethéomining industry. Dr. Smee has been a direstd@olony Pacific Explorations Ltd.,
public company listed on the Toronto Stock Exchargjece 1997 and has acted as a director of sewdat public companies includi
Getchell Resources, Leeward CapitalC4t Resources and Cross Lake Minerals. CurrentlyfShee spends approximately 10% of his
on the affairs of our company. His responsibiitieclude a role as an independent director armhaudting role as a geochemist as requir

lain MclLean, BSc Eng (ARSM), MBA, MIMM. CEng, Director and Consultant of Corporate Development

Mr. McLean received his M.B.A. from Harvard Busiaedchool in 1986 and received his B.Sc (Eng.) iniij from the Imperial College
Science and Technology (London, England) in 19v8. McLean holds the professional designations &r@. and MIMM from the Institu
of Mining and Metallurgy. Mr. McLean has actedtlas Chief Operating Officer of several private htghhnology companies since 1995
was the Vice President of Operations at Ballard &dBystems
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from 1993 to 1995. Currently Mr. McLean spendsragimately 10% of his time on the affairs of oungmany. His responsibilities inclu
assisting the President in all aspects of his vamidk focusing on strategic partnerships and newnbases.

Eric Carlson, Director

Mr. Carlson has over 17 years of real estate invest, development, and management experience. dis@ has been President and C
Executive Officer of Anthem Properties Corp. (“Aath”) since July 1994. Anthem is an investment group $patializes in the acquisiti
and management of Class B retail, mtdtiily residential and office properties in higlogith markets in Canada and the United States
Carlson has also been President and a directorugfef Capital Corp. since December 1992. Mr. Carlsa Chartered Accountant and hi
a Bachelor of Commerce degree from the Univerditigritish Columbia. Currently Mr. Carlson spendspeoximately 5% of his time on t
affairs of our company.

Mr. Carlson is also a director of MAG Silver Cogmd West Timmins Mining Inc.

John Gould, Managing Director of PTM-RSA

Mr. Gould is a senior mining executive with over 21rgeaf experience working for companies in Southigsfrsuch as Goldfields of Soi
Africa, Johannesburg Consolidated Investment Compamited and Harmony Gold Mining Company Ltd. M3ould served as a product
geologist for Rustenburg Platinum Mines’ Amandeitigction on the Western Bushveld Complex whergdieed extensive shafinking
experience. Mr. Gould served as Mine Manager Witvatersrand Gold Mine for Harmony and then motedhe New Business Divisii
where he was involved in target generation, optitidn of contiguous properties, and mergers andiaitpns.

Compensation

The following table sets forth all compensationdpar accrued by our company to our directors andanbsgs of our administrativ
supervisory or management bodies for the year eAdgdst 31, 2006.

Annual Compensation Long Term Compensation
Awards Payouts
Other Securities Under Restricted
Annual . . LTIP All Other
Options/ SARs Shares / Units
Salary () Bonus | Compen- Granted Awarded Payouts Compen-
Name and Principal | Year y %) sation *) ) (%) sation

Position %) $)
R. Michael Jones
Chairman, President,| 2006 $Nil $50,000| $145,980 Nil/Nil $Nil $Nil $Nil
CEO and Director
Frank Hallam
Chief Financial Officef 2006 | $123,750| $30,000 $Nil Nil/Nil $Nil $Nil $Nil
and Director
Barry Smee . . - . . .
Secretary and Directdr 2006 $Nil $Nil $4,980 Nil/Nil $Nil $Nil $Nil
Eric Carlson . . . - . . .
Director 2006 $Nil $Nil $Nil Nil/Nil $Nil $Nil $Nil
lain McLean . . . - . . .
Director 2006 $Nil $Nil $Nil Nil/Nil $Nil $Nil $Nil
John Gould
Managing Director, 2006 | $101,000| $1,350 $30,000 Nil/Nil $Nil $Nil $Nil
PTM-RSA
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Effective August 1, 2006, we entered into a comsglagreement (the “Jones Agreementiith R. Michael Jones, our President, C
Executive Officer and director pursuant to which. Nones is paid a fee of $645 per day to managdaystoday operations for an indefin
term. We may terminate the Jones Agreement oeaetithout cause upon payment of three mortifstal consulting fees and provisior
benefits made available to our officers from tiradie on terms determined by the board of director the earlier of three months or u
Mr. Jones obtains comparable benefits from anatberce. Mr. Jones may terminate the Jones Agneteatany time by providing 90 days’
written notice to us. The Jones Agreement inclupsovision whereby Mr. Jones shall have 60 dey fthe date of a change of contrc
our company to elect in writing whether or not hishes to terminate the Jones Agreement, after wtiinel he shall be deemed to h
elected not to do so. If Mr. Jones elects to teatd the Jones Agreement, then he shall give writtgice of his election to us and the J
Agreement shall terminate 30 days from the datuoh notice. Jones shall then, from the daterofitation, be entitled to receive from u:
one lump sum the equivalent of one year's compensalefined in the Jones Agreement as $165,000.

Effective August 1, 2006, we entered into an emplegt agreement (the “Hallam Agreementith Frank R. Hallam, our Chief Financ
Officer and director pursuant to which Mr. Hallasnpaid a salary of $12,100 per month to managelayitoday financial operations for
indefinite term. We may terminate summarily antheaut notice, or payment in lieu of notice, sevempayments, benefits, damages or
sums whatsoever, in the event that there is jussecéor termination of Mr. Hallara’employment. We may terminate the Hallam Agree
on notice without cause upon payment to him at ireation of three monthshase salary and provision of benefits made avail&blou
officers at the discretion of the board of direstdvir. Hallam may terminate the Hallam Agreemerdrat time by providing 90 daysiritten
notice to us. The Hallam Agreement includes a iowi whereby Mr. Hallam shall have 60 days fromdhge of a change of control of
company to elect in writing whether or not he wishe terminate the Hallam Agreement, after whiahethe shall be deemed to have ele
not to do so. If Mr. Hallam elects to terminate tHallam Agreement, then he shall give written e¢otf his election to us and the Hal
Agreement shall terminate 30 days from the datsuch notice. Mr. Hallam shall then, from the detdermination, be entitled to rece
from us in one lump sum the equivalent of one yeaompensation, defined in the Hallam Agreemetld$,000.

We have no pension plan or other arrangementsoimicash compensation to our directors except tast@f stock options.

Board Practices

The board of directors presently consists of fireators. Each director was elected at the angeiaéral meeting of our stockholders hel
January 10, 2006. Each director holds office umtit next annual general meeting or until his sssoeis elected or appointed, unless
office is earlier vacated in accordance with outiddes, or with the provisions of thBusiness Corporations A¢British Columbia). Se
“Directors and Senior Management” for the datesvbith our current directors were first elected pp@inted.

We have not entered into contracts providing fardfiés to the directors upon termination of empley other than those described aboy
“Compensation”.

Board Committee:

The Audit Committee and the Compensation Commitieag the only committees of the board, are comgpas a majority of the members
who are both outside and unrelated directors.

The Audit Committee

The Audit Committee consists of three directors, Karlson, Mr. Smee and Mr. McLean, all of whom aomsidered independent
unrelated. The role of the Audit Committee is taiststhe board in fulfilling their oversight respsilility to the stockholders, potent
stockholders, the investment community and otheleging to: (i) the integrity of our financial staments; (ii) the financial reporting proce
(iii) the systems of internal accounting and finahcontrols; (iv) the performance of our interaaldit function and independent auditors;
the independent auditor’s qualifications and indelemce; and (vi) our compliance with ethics poicaad legal and regulatory requirements.




48

The principal responsibilities of the Audit Comnaét include reviewing annual and quarterly finansi@tements, ensuring that intel
controls over accounting and financial systems rgntained and that accurate financial informatisndisseminated to stockholde
reviewing the results of internal and external &idind any change in accounting procedures oripslievaluating the performance of
auditors, pre-approving all audit and non-audivieess provided by the auditors and establishing¢neuneration of the auditors.

The following is the text of the current Charter the Audit Committee as adopted by the board owaky 11, 2005. Such Charter may
amended by the board in the future in light of gir@ corporate governance standards.

Overall Purpose / Objectives

The Audit Committee will assist the board of dimst (the “Board”)in fulfilling its responsibilities. The Audit Comitée will review th
financial reporting process, the system of integmadtrol and management of financial risks, theitgubcess, and our process for monito
compliance with laws and regulations and its owdecof business conduct. In performing its dutibs, tommittee will maintain effecti
working relationships with the board of directamsganagement, and the external auditors and mofiemidependence of those auditors
perform his or her role effectively, each committeember will obtain an understanding of the resfimlittes of committee membership
well as our business, operations and risks.

Authority

The Board authorizes the Audit Committee, withia tope of its responsibilities, to seek any inftion it requires from any employee |
from external parties, to obtain outside legal mfg@ssional advice and to ensure the attendanocaradfficers at meetings as appropriate.

Organization

Membership
The Audit Committee will be comprised of at ledsiee members, a majority of which are not offic@r&mployees of our company, at I¢

one of whom will have accounting or related finahohanagement expertise.
The chairman of the Audit Committee will be nomathby the committee from time to time.
A quorum for any meeting will be two members.

The secretary of the Audit Committee will be thei®@eary of our company, or other such person aslmayminated by the Chairman of,
approved by, the Audit Committee.

Attendance at Meetings

The Audit Committee may invite such other persang.(the President or Chief Financial Officer)t®omeetings, as it deems appropriate.

Meetings shall be held not less than four timesearySpecial meetings shall be convened as requibgérnal auditors may conven
meeting of the Audit Committee if they considerttiids necessary.

The proceedings of all meetings will be minuted.
Roles and Responsibilitie
The Audit Committee will:

(@) Gain an understanding of whether internal contetommendations made by external auditors have lmefemented b
management.
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(b)

(©

(d)

(€)

(f)

(9)
(h)

(i)
()

(k)

()

(m)

(n)

Gain an understanding of the current areas of ggeéfihancial risk and whether management is mauggatijiese effectively.

Review significant accounting and reporting issuesluding recent professional and regulatory prore@ments, and underst
their impact on the financial statements.

Review any legal matters which could significanttypact the financial statements as reported on doycounsel and meet w
outside independent counsel whenever deemed ajgdpr

Review the annual and quarterly financial statesieintluding Managemerst'Discussion and Analysis with respect thereto, all
annual and interim earnings press releases, poiguublic dissemination, including any certificatjoreport, opinion or revie
rendered by the external auditors and determingheheéhey are complete and consistent with theriné&ion known to committe
members; determine that the auditors are satigfiat the financial statements have been prepareatéordance with genera
accepted accounting principles.

Pay particular attention to complex and/or unuduahsactions such as those involving derivativarimsents and consider f
adequacy of disclosure thereof.

Focus on judgmental areas, for example those iimglvaluation of assets and liabilities and ottmnmitments and contingencies.

Review audit issues related to our material assetiand affiliated companies that may have a sigmit impact on our equi
investment.

Meet with management and the external auditore\iew the annual financial statements and the tesifithe audit.

Evaluate the fairness of the interim financialeta¢nts and related disclosures including the assatManagemerg’Discussion ar
Analysis, and obtain explanations from managememloether:

0] actual financial results for the interim periodiedrsignificantly from budgeted or projected result

(i) generally accepted accounting principles have lbeeasistently applied;

(ii) there are any actual or proposed changes in adogunmtfinancial reporting practices; or

(iv) :jherle are any significant or unusual events orsaations which require disclosure and, if so, atgrsthe adequacy of t
isclosure.

Review the external auditorgroposed audit scope and approach and ensure netifiaple restriction or limitations have be
placed on the scope.

Review the performance of the external auditors approve in advance provision of services othen thaditing. Consider tl
independence of the external auditors, includingesging the range of services provided in the ceintd all consulting servict
bought by our company. The Board authorizes their@laa of the Audit Committee to approve any radit or additional auc
work which the Chairman deems as necessary andtify the other members of the Audit Committee wéts nonaudit or addition:
work.

Make recommendations to the Board regarding thpp@atment of the external auditors and the comatéms to be paid to tl
external auditor.

Review any significant disagreement among manageam@hthe external auditors in connection with gheparation of the financ
statements.
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(0)

(p)

(a)

(s)
(®
(u)

v)
(w)

Review and approve our hiring policies regardingnes, employers and former partners and emplogeése present and forn
external auditors of our company.

Establish a procedure for:

0] the confidential, anonymous submission by our eygss of concerns regarding questionable accouantiagditing matter.
and
(i) the receipt, retention and treatment of complaietseived by our company regarding accounting, ir@eaccountin

controls, or auditing matters.

Meet separately with the external auditors to discany matters that the committee or auditors \aeekhould be discussed priva
in the absence of management.

Endeavour to cause the receipt and discussiontiomedy basis of any significant findings and recoemdations made by the extel
auditors.

Ensure that the Board is aware of matters which sigyificantly impact the financial condition orfaifs of the business.
Perform other functions as requested by the fudro

If necessary, institute special investigations dinalppropriate, hire special counsel or expertagsist, and set the compensation |
paid to such special counsel or other experts.

Review and recommend updates to the charter; reegiproval of changes from the Board.

With regard to our internal control procedures, Aluglit Committee is responsible to:

0] review the appropriateness and effectiveness ofpolicies and business practices which impact anfioancial integrity
including those related to internal auditing, irenge, accounting, information services and syst@nasfinancial control

management reporting and risk management; and

(i) review compliance under our business conduct amdsepolicies and to periodically review these pies and recommend
the board changes which the Audit Committee mayrdagpropriate; and

(iii) review any unresolved issues between managementhandxternal auditors that could affect our firiahceporting o
internal controls; and

(iv) periodically review our financial and auditing pestires and the extent to which recommendations rogidée interné
audit staff or by the external auditors have beeplémented.

The Compensation Committee

The Compensation Committee consists of two directidir. McLean and Mr. Smee, both of whom are camreid independent and unrela
The role of the Compensation Committee is primatdyadminister our Stock Option Plan and to deteerthe remuneration of execul

officers.

Employees

At August 31, 2006, we had 40 full time employerd & part time employee. In comparison, we hatulléime employees and 14 part i
employees at August 31, 2005 and 13 full time eyg®g and 2 part time employees at August 31, 2004.
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Share Ownershig

With respect to the persons listed in “Compensdgtiabove who are current directors, officers or emgésyof our company, the followi
table discloses the number of and percent of theeshof Common Stock outstanding held by thoseopsrsas of November 17, 2006.
Common Stock possesses identical voting rights.

Name and Title No. of SharedV) @ | percent of Shares Outstanding of the Clad$)
R. Michael Jones
. i . 4) .69
Chairman, President, CEO and Director 1'460'772( 2.6%
Frank R. Hallam
0,
CFO and Director 601,614 1.1%
Barry Smee
. <1.09
Secretary and Director 48,500 1.0%
lain McL.ean 140,339 <1.0%
Director
Eric Carlson
. (5) <1.09
Director 60,800 1.0%
John Gould
. . <1.09
Managing Director, PTM-RSA 32,000 1.0%
Notes:
) Includes beneficial, direct and indirect sharehudgi
) Does not include stock options and other Edghtpurchase or acquire shares.
3) There are 56,206,247 shares of Common Staeciedand outstanding as of the date of this Fori 2@nual Report.
(4) Of these shares, 956,000 shares are held#439B.C. Ltd., a company 50% owned by Mr. Jones50% owned by Mr. Jones’ wife.
(5) Of these shares, 33,800 shares are held bpaaEnterprises Corporation, a private company awneMr. Carlson.

The following table discloses the incentive stopkians outstanding to the aforementioned persomnd Bevember 17, 2006:

Date of Grant or | # of Shares of Commor| Exercise Price
Name of Person(s) Issuance Stock Subject to Per Share Expiry Date
Issuance
R. Michael Jones March 6, 2002 120,000 $0.35 March 6, 2007
Chairman, President, CEO and Director Feb 22, 2005 250,000 $1.00 Feb 22, 2010
Frank R. Hallam March 6, 2002 42,000 $0.35 March 6, 2007
CFO and Director Sept. 17, 2003 57,000 $0.70 Sept. 17, 2009
Feb 22, 2005 226,000 $1.00 Feb 22, 2010
Barry Smee March 6, 2002 60,000 $0.35 March 6, 2007
Secretary and Director Feb 22, 2005 125,000 $1.00 Feb 22, 2010
lain McLean March 6, 2002 60,000 $0.35 March 6, 2007
Director Feb 22, 2005 125,000 $1.00 Feb 22, 2010
Eric Carlson Feb 22, 2005 175,000 $1.00 Feb 22, 2010
Director
John Gould June 27, 2003 150,000 $0.50 June 27, 2004
Managing Director, PTM-RSA Sept. 17, 2003 75,000 $0.70 Sept. 17, 2008
Feb 22, 2005 100,000 $1.00 Feb 22, 2010

We do not have a share purchase plan or dividandagtment plan; however we do have a stock opilan pursuant to which our comp:
will, from time to time, grant individual stock dphs to our directors, officers, employees and atiasts.

We implemented the stock option plan (the “Plamfi)January 14, 2003. On January 10, 2006, ouklstdders approved an amendmer
the Plan increasing the maximum number of sharesaide pursuant to the Plan to 4,500,000 shareSoaimon Stock. The Plan
administered by the board of directors or such cidtemof the board as may be designated by theduglae “Committee”) Options may b
granted pursuant to the Plan to our directorsceffi, employees and
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consultants to purchase shares of Common Stockicimterms that the board or the Committee may ohitter, subject to the limitations
the plan and the rules of applicable regulatoryatities. The exercise price for options grantedasrthe Plan may not be less than the clc
price of the Common Stock on the TSX on the tradiag immediately preceding the day on which théoopis granted (provided that if the
are no trades on such day then the last closirg pyithin the preceding ten trading days will bedjsand if there are no trades within ¢
tenday period, then the simple average of the bidasidprices on the trading day immediately precetliegday of grant will be used),
each case less up to the maximum discount pernbitatde TSX. Options under the Plan are agmignable and are exercisable for a p
of up to ten years from the date the option is g@nsubject to earlier termination after certanergs such as the optionesetessation 1
service to our company or death.

The following table discloses the share purchaseamnts outstanding to the aforementioned person$ svember 17, 2006:

Name of Person(s) Date of Grant or | # of Shares of Commor| Exercise Price| Expiry Date
Issuance Stock Subject to Per Share
Issuance
Frank R. Hallam Oct. 13, 2005 39,600 $1.75 April 13, 2007
CFO and Director

Item 7 — Major Shareholders and Related Party Tranactions

Major Shareholders

To the best of our knowledge, we are not directlindirectly owned or controlled by another corgama(s) or by any foreign government.
We do not know of any arrangements, the operatiavhich may at a subsequent date result in a changentrol of our company.

The following table discloses the significant chesign the percentage ownership held by any mapokbblders during the past three years.

Identity of Person or Group Date Shares of Common Percent of Clas<?)
Stock Owned

Geologic Resource Partners LI& November 2006 6,262,800 11.1%
535 Boylston Street February 2006 3,876,200 8.5%
Boston, MA, USA February 2005 Nil 0.0%

February 2004 Nil 0.0%
Prudent Bear Funds, In&) 4 November 2006 N/A N/A
Suite 300, 8140 Walnut Hill Lane February 2006 N/A N/A
Dallas, Texas, USA 75231 February 2005 106,750 <1.0%

February 2004 1,853,750 5.7%
GM Mining Services Ltd®) November 2006 N/A N/A
P.O. Box 901 February 2006 N/A N/A
Road Town, Tortola, BVI February 2005 3,600,000 9.5%

February 2004 2,400,000 7.5%

Notes:

(1) Shares outstanding at:
November 2006 — 56,206,247 shares of Common Stock
February 2006 — 45,458,527 shares of Common Stock
February 2005 - 37,910,964 shares of Common Stock
February 2004 - 32,116,208 shares of Common Stock
(2) Geologic Resource Partners LLC is an instingl money manager.
(3) Prudent Bear Funds, Inc. is a mutual fundvi®&V. Tice & Associates, LLC is the investment &gv to Prudent Bear Funds, Inc.
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(4) Notincluding 100,000 shares of Common Stoekl by David W. Tice & Associates, LLC.
(5) GM Mining Services Ltd. is beneficially ownéegt African Minerals Ltd. of Whitehorse, Yukon Teaiy, Canada.

Except as disclosed in the table above, we arawate of any other person or group who owns maag 8% of the issued and outstant
shares of Common Stock as at November 17, 2006.

Holders of Record in the United Sta

Based on our knowledge, after reasonable inquinyf &ovember 24, 2006, the most recent practicebte for conducting such search in
light of the time required for responses, the totanber of shares of Common Stock held of record@®yesidents in the United State
21,428,907 shares of Common Stock representingoajppately 38.13% of the 56,206,247 shares of Comr8tock then issued a
outstanding. The foregoing is comprised of théofeing:

1. According to the records of our registrar and tfanagent, Pacific Corporate Trust Company, theeeda811,969 shares of Comn
Stock held of record by 18 residents of the Uniitates, one of which is Cede & Co. with a totab@f63,641 shares of Comnmr
Stock.

2. We have ascertained that there are 6,425,068 sbaf@smmon Stock held by one resident of the UnS¢ates through CDS & C
in Canada.

3. Our search conducted, through Cede & Co. in theddrn$tates, revealed there are 55 holders of reesident in the United Sta

owning 11,255,511 shares of Common Stock (CDS aeleficit of 6,425,068 shares of Common Stock).

We are required to file annual reports on Form 2818 periodic reports on Formks- As a foreign private issuer, we are not subjedhe
reporting obligations of Exchange Act Section Ppttsxy rules or Section 16's insider short-swingfiprales.

Related Party Transaction

Certain of ours directors and officers serve aedlars or officers of other reporting companieshave significant shareholdings in ot
reporting companies and, to the extent that sucbratompanies may participate in ventures in whiehmay participate, our directors n
have a conflict of interest in negotiating and dading terms respecting the extent of such pawitgm. In the event that such a conflic
interest arises at a meeting of our directors,racthr who has such a conflict will abstain fromting for or against the approval of si
participation or such terms. From time to timeesal companies may participate in the acquisitexploration and development of nati
resource properties thereby allowing for their ipgoration in larger programs, permitting involverhém a greater number of programs
reducing financial exposure in respect of any or@gm@am. It may also occur that a particular conypauill assign all or a portion of i
interest in a particular program to another of ¢hesmpanies due to the financial position of theagany making the assignment. Undel
laws of British Columbia, our directors are reqdite act honestly, in good faith and in the besgrests of our company. In determir
whether or not our company will participate in atjgallar program and the interest therein to beuaed by it, the directors will primari
consider the degree of risk to which we may be sgdand our financial position at the time.

Management believes that the transactions refedebedow were on terms at least as favorable tosusva could have obtained fr
unaffiliated parties.

Other than disclosed elsewhere in this Annual Repane of the directors, senior officers, printip@ckholders named in “ltem 7Major
Shareholders and Related Party Transactioms’any relative or spouse of the foregoing, have aa interest, direct or indirect, in ¢
transaction, during the current financial year agdhugust 31, 2006, or in any proposed transactibich has materially affected or v
materially affect our company or any of our sukesigis except for the following:
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1. R. Michael Jones, our Chairman, President, Chiefchtive Officer and director managed the dagdg-operations of our compa
During Fiscal 2006, Mr. Jones was paid and/orweeti$145,980 and a bonus of $50,000 for consudtémgices rendered pursuan
the terms of a consulting agreement. See “ltenDirectors, Senior Management and Employees”.

2. Frank R. Hallam is employed as our Chief Finan@&#icer. During Fiscal 2006, Mr. Hallam receivedlary payments totalir
$123,750 and a bonus of $30,000 pursuant to timestef an employment agreement. See “ltemD&rectors, Senior Managem:
and Employees”.

3. Barry Smee, our Secretary and director providedaggeal consulting services. During Fiscal 2006t. Mmee was paid and
accrued $4,980 for consulting services rendered. Svhee did not have an agreement but was paid thgorendering of servic
and receipt of expense reports and/or invoice® “Bem 6 — Directors, Senior Management and Enmgxsy.

4, John Gould, the Managing Director of PTRBA provided management and consulting servicaginB Fiscal 2006, Mr. Gould w
paid and/or accrued $132,350 for management ansuttorg services rendered. Mr. Gould was paid yams to terms agreed to
2003. See “ltem 6 — Directors, Senior ManagemedtEmployees”.

5. Pursuant to a term sheet dated April 21, 2003 nasnded August 12, 2003, we entered into a sengoeeaent with MAG Silve
Corp. (“MAG”) to provide office space and administrative suppertiices to MAG at a cost of $12,000 per month gsense:
MAG is related to our company by way of commonediors and officers: R. Michael Jones, our Chairnfresident, Chir
Executive Officer and director; Frank Hallam, ouhni€f Financial Officer and director; and Eric Cans director. During Fisc
2006, we received $135,340 from MAG pursuant te #irangement.

6. We entered into a Sublease Agreement with Anthemkg/btd. dated August 5, 2004 for the rental of office premises at Su
328, 550 Burrard Street, Vancouver, British Columli@@anada, V6C 1T2. We began occupying this faain October 1, 2004 or
threeyear lease and the current annual obligation iscapately $62,328. Anthem Works Ltd. is relatgdébdirector in commo
Eric Carlson.

7. During Fiscal 2006, we received $27,300 for sewvidaring the year from West Timmins Mining Inc. (TWM”) and at August 3
2006, accounts payable included $15,349 due fronMWWTM is related by way of common directors arflicers: R. Michae
Jones, our Chairman, President, CEO and directarnikiHallam, our Chief Financial Officer and dimgtand Eric Carlson, director.

No director, senior officer, relative or associatesuch persons was indebted to us during Fisdat 2@her than for travel expense advanc
the normal course of business.

Interests of Experts and Couns
Not applicable

Iltem 8 — Financial Information

Consolidated Financial Statements and Other Finaatinformation

See the audited consolidated financial stateméstedlin Item 17 hereof and filed as part of thisnAal Report. These financial statem
include our consolidated balance sheets as at ABjys2006 and 2005 and our statements of opesatiod cash flows for the three ye
ended August 31, 2006.

These financial statements were prepared in acooedavith accounting principles generally acceptedCanada. Differences betw
accounting principles generally accepted in Caratth in the United States, as applicable to our emypare set forth in Note 15 to
accompanying consolidated financial statements.
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Legal Proceeding:

There are no pending or material proceedings tehvbur company is or is likely to be a party omdfich any of our properties is or is liki
to be the subject.

Dividend Policy

We have not declared any dividends and we notipatie doing so in the foreseeable future. Ourgmepolicy is to retain future earnings
use in our operations and the expansion of oumlessi

Significant Changes

Since August 31, 2006, the following significantiolges have occurred:

1. 2,515,069 shares of Common Stock were issued pursmiahe exercise of 2,433,194 warrants at a @fcgl.50 per share, 50,C
stock options at a price of $1.10 per share an@731stock options at a price of $1.00 per sharadgregate proceeds of $3,736,€

Item 9 — The Offer and Listing

Offer and Listings Details

There is no offer associated with this Annual Repor

Trading History

The following table sets forth the high and low ksrprices for the shares of Common Stock on th¥ 3ISTSX-V, as applicable, and on t
NASD OTC Bulletin Board Service for each full quety period within the two most recent fiscal yeamsled August 31, 200

TSX HIGH TSX LOW OTC-BB HIGH OTC-BB LOW

PERIOD CDN $ CDN $ UsD $ USD $
2006

Fourth Quarter $1.95 $1.50 $1.85 $1.25
Third Quarter $2.18 $1.52 $1.95 $1.32
Second Quarter $1.60 $1.27 $1.40 $1.05
First Quarter $1.70 $1.15 $1.63 $0.98
2005

Fourth Quartef?) $1.32 $0.80 $1.14 $0.613
Third Quarter $1.26 $0.74 $1.05 $0.60
Second Quarter $1.15 $0.90 $0.99 $0.746
First Quarter $1.24 $0.83 $1.00 $0.70

Notes:
(1) The shares of Common Stock were delisted from ®%-V and commenced trading on the TSX on June 8520
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The following table sets forth the high and low ketmprices of the shares of Common Stock for the finost recent fiscal years ended Au
31, 2006:

TSX HIGH TSX LOW OTC-BB HIGH OTC-BB LOW

YEARS ENDING AUG. 31 CDN $ CDN $ USD $ USD $
20061 $2.18 $1.15 $1.95 $0.98
2005 $1.32 $0.74 $1.14 $0.60
2004 $1.95 $0.80 $1.48 $0.43
2003 $1.04 $0.25 $0.59 $0.21
2002(2) $0.98 $0.21 $0.62 $0.13

Notes:

1) The shares of Common Stock were delisted from ®%-V and commenced trading on the TSX on June 8520

) The shares of Common Stock commenced tradinth® NASD OTC Bulletin Board Service on Februagy 2002.

The following table sets forth the high and low kedrprices for the most recent six months:

TSX HIGH TSX LOW OTC-BB HIGH OTC-BB LOW
MONTH CDN $ CDN $ UsSD $ USD $
October 2006 $1.98 $1.51 $1.75 $1.26
September 2006 $1.90 $1.59 $1.68 $1.41
August 2006 $1.85 $1.55 $1.68 $1.376
July 2006 $1.95 $1.50 $1.69 $1.251
June 2006 $1.95 $1.50 $1.85 $1.25
May 2006 $2.18 $1.73 $1.95 $1.52

The closing price of our Common Stock on Novembgr 2006 was $2.00n the TSX and US $1.75 on the NASD OTC Bulletira®
Service.

There have been no trading suspensions in the thriee years.

Plan of Distribution

Not applicable

Markets

Our Common Stock trades on the TSX under the syfidi” and on the NASD OTC Bulletin Board Serviceder the symbol “PTMQF”.
Selling Shareholder:

Not applicable

Dilution

Not applicable

Expenses of the Issu

Not applicable




57

Iltem 10 — Additional Information

Share Capital

Our authorized capital consists of an unlimited banof shares of Common Stock without par valueylith 56,206,247 shares of Comr
Stock were issued and outstanding as at Novemhe&QDb. All of the issued shares of Common Staekfally paid. Our company does
own any shares of Common Stock.

The stockholders are entitled to one vote for edwre on all matters to be voted on by the stoddiel Each share of Common Stoc
equal to every other share of Common Stock andhalres participate equally on liquidation, dissolutor winding up of our compar
whether voluntary or involuntary, or any other disition of our assets among our stockholdersHergurpose of winding up our affairs a
we have paid out our liabilities. The stockholdars entitled to vote for each share held and @tidesl to receivero ratasuch dividends
may be declared by the board of directors out oidfulegally available therefore and to receive rata the remaining property of a
company upon dissolution. No shares have beerdssubject to call or assessment. There are rempptive or conversion rights, and
provisions for redemption, purchase or cancellataanrender, sinking fund or purchase fund. Priows as to the creation, modificati
amendment or variation of such rights or such miowis are contained in tBisiness Corporations A¢ritish Columbia) (the “BCA”").

Memorandum and Articles of Associatic

Objects and Purposes

Our Articles do not prescribe any extraordinaryifinon the businesses or purposes of our company.

Directors

Part 17 of our Articles deals with the directars’olvement in transactions in which they have raeriest. Article 17.2 provides that a dire
who holds a disclosable interest in a contractrandaction into which we have entered or proposenter is not entitled to vote on ¢
directors' resolution to approve that contractransaction, unless all the directors have a diablesinterest in that contract or transactiol

which case any or all of those directors may vatsach resolution.

Pursuant to the BCA, a director does not have elafiable interest in a contract or transaction lydsecause the contract or transac
relates to the remuneration of the director in fleabson's capacity as a director of our company.

Part 8 of our Articles deals with borrowing powe@ur company, if authorized by the directors, m@yborrow money in the manner &
amount, on the security, from the sources and eridims and conditions that they consider apprpr{d) issue bonds, debentures and ¢
debt obligations either outright or as security &my liability or obligation of our company or amgher person and at such discount
premiums and on such other terms as they consigeopriate; (iii) guarantee the repayment of mobgyany other person or the performe
of any obligation of any other person; and (iv) tgage, charge, whether by way of specific or flegttharge, grant a security interest ir
give other security on, the whole or any part f pnesent and future assets and undertaking afauapany.

Qualifications of Directors

Our Articles do not specify a retirement age foediors.

Directors are not required to own any Common Stock.

Section 124 of the BCA provides that no persorulified to act as a director if that person is:

(@) under the age of 18 years;

(b) found by a court, in Canada or elsewhere, to bapable of managing the individual's own affairs;
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(© an undischarged bankrupt, or
(d) convicted in or out of British Columbia of an offenin connection with the promotion, formation cemagement of a corporation
unincorporated business, or of an offence invol¥magd, unless
0] the court orders otherwise,
(i) 5 years have elapsed since the last to occur of
(A) the expiration of the period set for suspensiothefpassing of sentence without a sentence hageg passed,
(B) the imposition of a fine,

©) the conclusion of the term of any imprisonment, and
(D) the conclusion of the term of any probation imposed
(iii) a pardon was granted or issued under the CrimiaabRis Act (Canada).
A director who ceases to be qualified to act asectbr of a company must promptly resign.

Section 120 of the BCA provides that every compamyst have at least one director, and a reportingpemy must have at least th
directors.

Rights, Preference and Restrictic

All of the authorized shares of Common Stock arghef same class and, once issued, rank equallg dé/idends, voting powers, a
participation in assets and in all other respeamtdjquidation, dissolution or winding up of ourrapany, whether voluntary or involuntary,
any other distribution of our assets among ourkstolders for the purpose of winding up our affaifter we have paid out our liabilities. 7
issued shares of Common Stock are not subjectlt@micassessment rights or any meptive or conversion rights. The stockholders
entitled to one vote for each share on all matierse voted on by the stockholders. There arernwigions for redemption, purchase
cancellation, surrender or purchase funds.

The rights of stockholders may be altered only \lith approval of the holders of 2/3 or more of @m@nmmon Stock voted at a meeting of
stockholders called and held in accordance withicgdpe law.

Annual General Meetings and Extraordinary Generadtings

Annual General Meetings are called and scheduled gecision by the board of directors. Pursuanh&BCA, we are required to hold
annual meeting in each year, not more than 15 nsaafter the date of the most recent annual meeting.

The directors may convene an extraordinary genmedting of our stockholders. All meetings of theckholders may be attended
registered stockholders or persons who hold poofeastorney or proxies given to them by registestmtkholders.

Limitations on Ownership of Securiti
There are no limitations on the right to own setgesj imposed by foreign law or by the charter theo constituent document of our company.

Change in Control
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There are no provisions in our Articles or chadecuments that would have the effect of delayirgfeding or preventing a change in
control of our company, or that would operate widlspect to any proposed merger, acquisition oraratp restructuring involving o
company or any of our subsidiaries.

Ownership Threshold

There are no provisions in our Articles requirifgae ownership to be disclosed. Securities legislah Canada requires that stockho
ownership must be disclosed once a person owndibiallg or has control or direction over greatbah 10% of the issued Common St
This threshold is higher than the 5% threshold utll&. securities legislation at which stockhold®usst report their share ownership.

Changes to Capital

There are no conditions imposed by our Articlesegning changes in the capital where such condittmasmore stringent than is requirec
the law of British Columbia.

Material Contracts

The following material contracts have been entéméml by our company within the past two years, espif which may be inspected betw
the hours of 10:00 am and 5:00 p.m. at our headeofbcated at Suite 328550 Burrard Street, Vancouver, British Columbian&da, V6(
2B5.

(@) We entered into a consulting agreement dated Apr2005 with R. Michael Jones, our President, Chieécutive Officer and
director pursuant to which Mr. Jones is paid ade&545 per day to manage our daydey operations for an indefinite term. 1
arrangement was amended effective August 1, 2006rdeer described below. See “ltem Major Shareholders and Related P
Transactions”.

(b) We entered into an employment agreement dated Ap#i005 with Frank Hallam, our Chief Financial i©éf and a director pursui
to which Mr. Hallam is paid a salary of $10,150 pernth to manage our day-tiay financial operations for an indefinite termhig
arrangement was amended effective August 1, 2006rtmer described below. See “ltem Major Shareholders and Related P
Transactions”.

(c) We entered into a consulting agreement dated Augug006 with R. Michael Jones, our President, Chieecutive Officer an
director pursuant to which Mr. Jones is paid ade&645 per day to manage our daydimy operations for an indefinite term.
“ltem 7 — Major Shareholders and Related Party Saations”.

(d) We entered into an employment agreement dated Adg@§06 with Frank Hallam, our Chief FinanciafiGér and director pursue
to which Mr. Hallam is paid a salary of $12,100 pswnth to manage our day-ttay financial operations for an indefinite termee
“ltem 7 — Major Shareholders and Related Party Jaations”.

Exchange Controls

There are no governmental laws, decrees or regnfain Canada relating to restrictions on the expoimport of capital, or affecting t
remittance of interest, dividends or other paymémtsonresident stockholders. Any remittances of dividetw United States residents .
however, subject to a 15% withholding tax (5% & #tockholder is a corporation owning at least Wi%he outstanding shares of Comr
Stock) pursuant to Article X of the reciprocal tagaty between Canada and the United States. Te@tion”.

Except as provided in tHavestment Canada Aéthe “Act”), which has provisions which govern the acquisitiéra @ontrol block of votin
shares by non-Canadians of a corporation carrying €anadian business, there are no limitationsifapéo the rights of norCanadians
hold or vote the shares of Common Stock underaiws bf Canada or the Province of British Columbignaur charter documents.
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The following describes those provisions of the pettinent to an investment in our company by a@emwho is not a Canadian resider
“non-Canadian”).

The Act requires a no@anadian making an investment which would resuth@acquisition of control of the Canadian bussnesnotify th
Investment Review Division of Industry Canada, fisderal agency created by the Act; or in the cdsm@cquisition of a Canadian busin
the gross value of the assets of which exceedaicéttreshold levels of the business activity ofchhis related to Canadatultural heritac
or national identity, to file an application fomew with the Investment Review Division.

The notification procedure involves a brief statamef information about the investment on a prdmmtiform, which is required to be fil
with Investment Canada by the investor at any tipeo 30 days following implementation of the intveent. It is intended that investme
requiring only notification will proceed without gernment intervention unless the investment is specific type of business activity rela
to Canada’s cultural heritage and national identity

If an investment is reviewable under the Act, apligption for review in the form prescribed is r@ga to be filed with Investment Can:
prior to the investment taking place and the inwestt may not be implemented until the review hasnbeompleted and the Minis
responsible for the Investment Canada Act is satighat the investment is likely to be of net férte Canada. If the Minister is not satisf
that the investment is likely to be of net bentfiCanada, the noGanadian must not implement the investment ohdfitvestment has be
implemented, may be required to divest himselfaftol of the business that is the subject of thvestment.

The following investments by non-Canadians areestlip notification under the Act:

1. an investment to establish a new Canadian business;

2. an investment to acquire control of a Canadianrass that is not reviewable pursuant to the Act.

The following investments by a non-Canadian argestlto review under the Act:

1. direct acquisitions of control of Canadian busiesswith assets of $5 million or more, unless thguagition is being made by
World Trade Organization (“WTO”") member country @stor (the United States being a member of the WTO)

2. direct acquisitions of control of Canadian busiesssith assets of $172,000,000 or more by a WT@stor;

3. indirect acquisitions of control of Canadian busses with assets of $5 million or more is suchtasspresent more than 50% of

total value of the assets of the entities, the robraf which is being acquired, unless the acdjoisiis being made by a W1
investor, in which case there is no review;

4. indirect acquisitions of control of Canadian busees with assets of $50 million or more even ihsassets represent less than
or the total value of the assets of the entitibs, dontrol of which being acquired, unless the @ifijpn is being made by a W1
investor, in which case there is no review; and

5. an investment subject to notification that would otherwise be reviewable if the Canadian busiresggages in the activity
publication, distribution or sale for books, mag&s, periodicals, newspapers, film or video recwsli audio or video mus
recordings, or music in print or machine-readabtent

An acquisition is direct if it involves the acquisn of control of the Canadian business or ofG@nadian parent or grandparent an
acquisition is indirect if it involves the acquieit of control of a norGanadian parent or grandparent of an entity cagrgin the Canadi:
business. Control may be acquired through the aitopri of actual voting control by the acquisitiohvoting shares of a Canadian corporg
or through the acquisition of substantially allthé assets of the Canadian business. No changetiofj control will be deemed to he
occurred if less than one-third of the voting cohtif a Canadian corporation is acquired by an stwe
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A WTO investor, as defined in the Act, includesiagividual who is a national of a member countntted World Trade Organization or w
has the right of permanent residence in relatiothted WTO member, a government or government agehe WTO investoicontrollec
corporation, limited partnership, trust or jointere and a corporation, limited partnership, targpint venture that is neither WTidvesto
controlled or Canadian controlled of which twhrds of its board of directors, general partnerstrustees, as the case may be, are
combination of Canadians and WTO investors.

The higher thresholds for WTO investors do not gpplthe Canadian business engages in activitieseitain sectors such as urani
financial services, transportation services or camigcations.

The Act specifically exempts certain transactioranT either notification or review. Included amotigs category of transactions is
acquisition of voting shares or other voting ingtseby any person in the ordinary course of thasqes business as a trader or deal
securities.

The Regulations under the Act specifies the rensediffences and punishment applicable. Sectiost@@s thatWhen the Minister believ:
that a non-Canadian, contrary to this act (a) ladled to give notice; or (b) has implemented arestinent which is prohibitedthen th
Minister may send a demand requiring the defauliegemedied and if this demand is not compliedh vihie Minister may apply for a Co
Order require divestiture or other remedies, ascthrmimstances require. Civil penalties apply ion-compliance with any provision, a
criminal penalties may also apply.

Taxation

Canadian Federal Income Tax Consequences

The following is a discussion of the material Caaadederal income tax consequences applicablehtdder of shares of Common Stock v
is a resident of the United States and who is mesalent of Canada and who does not use or hothisanot deemed to use or hold, his st
of Common Stock in connection with carrying on aibass in Canada and has not acquired the comnawassim one or more transacti
considered to be an adventure in the nature ogt{ad'non-resident holder”)Accordingly, stockholders and prospective invessirsulc
consult their own tax advisors for advice regardimgr individual tax consequences.

This summary is based upon the current provisiohghe Income Tax Act (Canada) (the “ITA"the regulations thereunder (
“Regulations”),the current publicly announced administrative asgkasing policies of the Canada Revenue Agencyalaadecific proposa
(the “Tax Proposals”fo amend the ITA and Regulations announced by tiaskér of Finance (Canada) prior to the date Herédhis
summary assumes that the Tax Proposals will betemhat their form as of the date of this Annual Bep

Dividends

Under the ITA, dividends paid or deemed to havenbe&id by a corporation resident in Canada to arasident holder will generally

subject to withholding tax at a rate of 25%. Then&da-U.S. Income Tax Convention (1980) (the “W8aprovides that the normal 2t
withholding tax rate under the ITA is reduced t846n dividends paid on shares of a corporatiordesdiin Canada (such as our compan
beneficial owners of the dividends who are resigl@fithe United States, and also provides for énéurreduction of this rate to 5% where
beneficial owner of the dividends is also a comptat is a resident of the United States which oatlgast 10% of the voting shares of
corporation paying the dividend. However, if theSUresident stockholder is an LLC, the withholdiate is 25%.

Capital Gains

Under the ITA, a taxpayes’capital gain or capital loss from a dispositidm&ommon Share is the amount, if any, by whichgroceeds
disposition exceed (or are exceeded by) the aggregdis adjusted cost base of the share and mehkoexpenses of disposition. Currel
regulations specify that one-half of a capital géle “taxable capital gain”) is included in inconaed onehalf of a capital loss in a year (
“allowable capital loss”) is deductible from taxahtapital gains realized in the same year. Theuainioy which a stockholdes’allowabls
capital loss exceeds his taxable capital gains in a
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year may be deducted from a taxable capital gaitized by the stockholder in the three previousmy subsequent year, subject to ce
restrictions.

A non+esident of Canada is not subject to tax undefdThein respect of a capital gain realized upon tligposition of a share of a put
corporation unless the share represents “taxabtadian propertyto the holder thereof. We are a public corporatmrpurposes of the IT
and our Common Stock is on a prescribed stock exgghaA share of Common Stock will be taxable Caavadiroperty to a noresiden
holder if, at any time during the period of fiveaye immediately preceding the disposition, the resident holder, persons with whom
non-resident holder did not deal at arm’s lengththe non-resident holder and persons with whondidenot deal at arns’ length togeth:
owned not less than 25% of the issued shares oflasyg of shares of our company.

Where a norresident holder who is an individual ceased todsgdent in Canada, and at the time he ceased aodamadian resident elec
to have his shares of Common Stock treated as lezdnadian property, he will be subject to Canadigx on any capital gain realized
disposition of the shares of Common Stock, sulijg¢he relieving provisions of the Treaty descrilimdow. The shares of Common St
may also be taxable Canadian property to a hofdeeiholder acquired them pursuant to certainldk@r” transactions. This would inclu
transactions under Sections 86 and 87 of the ITifickvapply to share for share and amalgamatiorsaetions.

Where a U.S. resident holder realizes a capital gaia disposition of shares of Common Stock tbastitute taxable Canadian property,
Treaty relieves the non-resident stockholder frihility for Canadian tax on such capital gainsasst

€)) the value of the shares is derived principally frtmeal property”in Canada, including the right to explore for oplet natura
resources and rights to amounts computed by referenproduction from natural resources. It is asgjon of fact as to whether-
value of the shares of Common Stock results prailsigrom real property in Canada. Although a tginion on this matter has 1
been obtained, given the nature of our businesstawk of development, we have concluded thatdahes\of our shares would like
fall into this category;

(b) the nonresident holder is an individual who was residen€anada for not less than 120 months during aripgbef 20 consecutiy
years preceding, and at any time during the 10syieamediately preceding, the disposition and thereshwere owned by him wt
he ceased to be resident in Canada or are propdstituted for property that was owned at thaetior

(c) the shares formed part of the business property ‘@ermanent establishmenit pertained to a fixed base used for the purpd
performing independent personal services thatttieksolder has or had in Canada within the 12 meptlkeceding the disposition.

This Treaty relief is not available if the stockthet is an LLC.

Notwithstanding the potential exemption from Caaadiax provided under the Treaty, where a-resident of Canada disposes of Com
Share that are taxable Canadian property, the esident is required to file a Canadian income &mrn in respect of such dispositions.

United States Federal Income Tax Consequences

The following is a discussion of all material UnitStates Federal income tax consequences, undentilaw, that may be applicable t
U.S. Holder (as defined below) of shares of ComrStock. This discussion does not address all patgntelevant Federal income 1
matters and it does not address consequences gretulpersons subject to special provisions of Fddacome tax law, such as thi
described below as excluded from the definitioradd.S. Holder. In addition, this discussion does cover any state, local or foreign
consequences. (See “Canadian Federal Income TiaseGoences” above.)

The following general discussion is based uporst#@ions of the Internal Revenue Code of 1986n@nded to the date hereof (the “Coxle”
Treasury Regulations, published Internal Revenu®i&e (“IRS”) rulings, published administrative positions of thRS and court decisio
that are currently applicable, any or all of whadduld be materially and adversely
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changed, possibly on a retroactive basis, at ang.tiln addition, this discussion does not constterpotential effects, both adverse
beneficial, of any future legislation, which, if asted, could be applied, possibly on a retroachigsis, at any time. Shareholders
prospective investors should consult their ownadxisors for advice regarding their individual tbosequences.

Under current U.S. Treasury Regulations, reporteguirements may apply with respect to the paynoérdividends to U.S. Holders
Common Stock. Specifically, narerporate holders or holders not exempt from répprtequirements may be subject to backup withimg
at a 28% rate (for 2005 and 2006) with respectit@ends when such holder (1) fails to furnish ertify a correct taxpayer identificati
number to the payor by furnishing a duly compleded signed Form V@-in the required manner; and (2) is notified bg tRS that it he
failed to report payments of interest or dividepdsperly; or (3) fails, under certain circumstandescertify that it has been notified by
IRS that it is subject to backup withholding foildae to report interest and dividend payments.

U.S. Holders

As used herein, a “U.S. Holdeis a holder of shares of Common Stock who or wiigch citizen or individual resident (or is treatesl ¢
citizen or individual resident) of the United Swafer federal income tax purposes, a corporatieated or organized (or treated as creat
organized for federal income tax purposes) in atenrthe laws of the United States or any politmaddivision thereof, or a trust or estate
income of which is includable in its gross incoroe fiederal income tax purposes without regardsdurce, if, (i) a court within the Unit
States is able to exercise primary supervision tweradministration of the trust and (ii) one orrmtnited States trustees have the autr
to control all substantial decisions of the truBor purposes of this discussion, a U.S. Holdersdoa include persons subject to spe
provisions of Federal income tax law, including hat limited to persons who have a “functional emgy” other than the U.S. dollar, pers
who are partners or owners of partnerships or oplass-through entities, taxempt organizations, qualified retirement plansaricia
institutions, insurance companies, real estatestmvent trusts, regulated investment companies goadalers and Holders who acquired t
stock through the exercise of employee stock optanptherwise as compensation.

Distributions on shares of Common St

U.S. Holders receiving dividend distributions (igding constructive dividends) with respect to shamé Common Stock are requirec
include in gross income for United States Federabine tax purposes the gross amount of such distits to the extent that we have cur
or accumulated earnings and profits, without reidacfor any Canadian income tax withheld from suli$tributions. Such Canadian
withheld may be credited, subject to certain litidas, against the U.S. Holder's United States fetdiecome tax liability or, alternativel
may be deducted in computing the U.S. Holder's ddhtates Federal taxable income by those whozeedeductions. (See more dete
discussion at “Foreign Tax Creditelow). To the extent that distributions exceedaurent or accumulated earnings and profits, thiélybe
treated first as a return of capital up to the WHSlder's adjusted basis in the shares of CommookSind thereafter as gain from the sa
exchange of the shares of Common Stock. Prefatetatk rates for longerm capital gains are applicable to a U.S. Holaérich is ai
individual, estate or trust. There are currentlypneferential tax rates for lortgkm capital gains for a U.S. Holder which is apawation. £
U.S. Holder which is a corporation may, under dartarcumstances, be entitled to a 70% deductiothefUnited States source portior
dividends received from a foreign corporation (ottfen a PFIC) if such U.S. Holder owns sharesesprting at least 10% of our vot
power and value. The availability of this dedustie subject to several complex limitations, whackh beyond the scope of this discussiol
U.S. Holder that is taxed under Section 1 of theleCmay be entitled to certain preferential taxttremt on dividends received fron
“Qualified Foreign Corporationthat is not a PFIC. Our directors believe that oampany is a PFIC and therefore dividends from
company would not qualify for these benefits. B&#C discussion below.

Foreign Tax Credi

A U.S. Holder who pays (or has withheld from distitions) Canadian income tax with respect to theeyship of shares of Common St
may be entitled, at the option of the U.S. Holdereither a deduction or a tax credit for such ifpretax paid or withheld. It will be ma
advantageous to claim a credit because a credicesdUnited States Federal income taxes on a doHalollar basis, while a deducti
merely reduces the taxpayer's income subject to Téms election is made on a yearywar basis and applies to all foreign taxes paidok
withheld from) the U.S. Holder during that yearhefe are significant and complex limitations, whagply to the credit, among which is
general limitation that the credit cannot
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exceed the proportionate shares of the U.S. Haldlbrited States income tax liability that the UH®lder's foreign source income bears tc
or its worldwide taxable income. In the determimatof the application of this limitation, the vauds items of income and deduction mus
classified into foreign and domestic sources. Qempules govern this classification process. €hame further limitations on the foreign
credit for certain types of income such as “pas@ieeme”, “high withholding tax interest”, “finaral services income”, “shipping income”
and certain other classifications of income. Thailability of the foreign tax credit and the amgltion of the limitations on the credit are

specific and holders and prospective stockholdsosilgl consult their own tax advisors regardingrtivedividual circumstances.
Disposition of shares of Common Sti

A U.S. Holder will recognize gain or loss upon #ade of shares of Common Stock equal to the diffeeif any, between the amount of ¢
plus the fair market value of any property recejvattl the Holder's tax basis in the shares of Com&tock. This gain or loss will be cap
gain or loss if the shares of Common Stock arepitadeasset in the hands of the U.S. Holder untesscompany was to become a contrc
foreign corporation. For the effect on our compahypecoming a controlled corporation, see “CombForeign Corporation Statub&low
Any capital gain will be a short-term or longrm capital gain or loss depending upon the hglgieriod of the U.S. Holder. Gains and lo.
are netted and combined according to special inl@sriving at the overall capital gain or loss foparticular tax year. Deductions for
capital losses are subject to significant limitatio For U.S. Holders which are individuals, anysed portion of such net capital loss ma
carried over to be used in later tax years untthsoet capital loss is thereby exhausted. For Hdfders, which are corporations (other t
corporations subject to Subchapter S of the Cagleynused net capital loss may be carried bacl tyears from the loss year and cal
forward five years from the loss year to be offsgdinst capital gains until such net capital Isshéreby exhausted.

Other Considerations for U.S. Holders

In the following circumstances, the above sectiohshis discussion may not describe the UnitedeStétederal income tax conseque
resulting from the holding and disposition of slsané Common Stock:

Passive Foreign Investment Compi

A U.S. Holder who holds stock in a foreign corpamatduring any year in which such corporation diedi as a passive foreign investrnr
company (“PFIC") is subject to U.S. federal incotagation under one of three alternative tax regiasediscussed below.

Section 1297 of the Code defines a PFIC as a cafiparthat is not formed in the United States dadany taxable year, either (i) 75%
more of its gross income is “passive incomaltiich includes interest, dividends and certaingemtd royalties or (ii) the average percent
by fair market value (or, if the company is not |iclp traded and either is a controlled foreignmanmation or makes an election, adjustec
basis), of its assets that produce or are helthBdproduction of “passive income” is 50% or movEe believe that our company is a PFIC.

QEF Election

As a PFIC, each U. S. Holder must determine undectwof the alternative tax methods it wishes totdseed. Under one method, a L
Holder who elects in a timely manner to treat oompany as a Qualified Electing Fund (“QEF"), asirted in the Code, (arElecting U.S
Holder”) will be subject, under Section 1293 of the Codeuwent federal income tax for any taxable yeawnivich we qualify as a PFIC
his pro-rata share of our (i) “net capital gairfigtexcess of net long-term capital gain over nettghrm capital loss), which will be taxed
long-term capital gain to the Electing U.S. Holded (ii) “ordinary earnings”tlie excess of earnings and profits over net cagéad), whict
will be taxed as ordinary income to the ElectinggUHolder, in each case, for the U.S. Holder'skiexgear in which (or with which) o
taxable year ends, regardless of whether such asmavmactually distributed.

A QEF election also allows the Electing U.S. Holte(i) treat any gain realized on the dispositémis shares of Common Stock (or dee
to be realized on the pledge of his shares of ComBtock) as capital gain; (ii) treat his share of net capital gain, if any, as lorgnr
capital gain instead of ordinary income, and @ither avoid interest charges resulting from PRiZus altogether (see discussion of int¢
charge below), or make an annual election, sulbjectrtain limitations, to
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defer payment of current taxes on his share obonual realized net capital gain and ordinary e@ssubject, however, to an interest ch
If the Electing U.S. Holder is not a corporationgls an interest charge would be treated as “pelrsmeaest” that is not deductible.

The procedure a U.S. Holder must comply with in mgla timely QEF election will depend on whethee trear of the election is the fi
year in the U.S. Holder's holding period in whick are a PFIC. If the U.S. Holder makes a QEF ieledh such first year, (sometirr
referred to as a “Pedigreed QEF Electiotfign the U.S. Holder may make the QEF electionitmply filing the appropriate documents at
time the U.S. Holder files its tax return for suaist year. If, however, our company qualifieda®FIC in a prior year, then in additior
filing documents, the U.S. Holder must also eleateicognize as an “excess distributio)"under the rules of Section 1291 (discussed bk
any gain that he would otherwise recognize if th&.WHolder sold his stock on the application dat€iip if our company is a controlle
foreign corporation (“CFC”), the Holder's pro ratlaare of the corporation's earnings and profitsit @e Elimination of Overlap Betwes
Subpart F Rules and PFIC Provision€jther the deemed sale election or the deemedatidictlection will result in the U.S. Holder be
deemed to have made a timely QEF election.

With respect to a situation in which a Pedigreed=G@ection is made, if our company no longer qiedifas a PFIC in a subsequent
normal Code rules and not the PFIC rules will apply

Section 1291 Rules

If a U.S. Holder has not made a QEF Election attang (a “Non-electing U.S. Holderjhen special taxation rules under Section 129he
Code will apply to (i) gains realized on the disfios (or deemed to be realized by reason of agegadf his shares of Common Stock anc
certain “excess distributions”.

A Non-electing U.S. Holder would be required tojpate all gains realized on the disposition of tiares of Common Stock and all exc
distributions over the entire holding period foe tthares of Common Stock. All gains or excessiloigions allocated to prior years of
U.S. Holder (other than years prior to the firstatiale year of our company during such U.S. Holdeokling period and beginning ai
January 1, 1987 for which it was a PFIC) would &xeed at the highest tax rate for each such priar geplicable to ordinary income. 1
Non-electing U.S. Holder also would be liable for imtstron the foregoing tax liability for each suciopyear calculated as if such liabil
had been due with respect to each such prior yAaNon-electing U.S. holder that is not a corporation musat this interest charge
“personal interest” which, as discussed above,hislly nondeductible. The balance of the gain or the exdéestsibution will be treated |
ordinary income in the year of the disposition tribution, and no interest charge will be incarith respect to such balance.

If our company is a PFIC for any taxable year dymvhich a Norelecting U.S. Holder holds shares of Common Stten we will continu
to be treated as a PFIC with respect to such slafui@ mmon Stock, even if it is no longer by defom a PFIC. A Norelecting U.S. Holde
may terminate this deemed PFIC status by electingdognize gain (which will be taxed under theesutliscussed above for N&hecting
U.S. Holders) as if such shares of Common Stockileaah sold on the last day of the last taxable fgFarhich it was a PFIC.

Under proposed regulations, dispositions of PFt€lstvould include gifts, exchanges pursuant to e@fe reorganizations, and transfel
death.

If a U.S. Holder makes a QEF Election that is nBedaigreed Election (i.e., it is made after thstfirrar during which our company is a P
and the U.S. Holder holds shares of Common StackiNon-Pedigreed Electionhe QEF rules apply prospectively but do not applyear:
prior to the year in which the QEF first becoméeeetfve. U.S. Holders should consult their tax advs regarding the specific conseque
of making a Non-Pedigreed QEF Election.

The foregoing discussion is based on currentlycéffe provisions of the Code, existing and proposeglilations thereunder, and cur
administrative rulings and court decisions, allndfich are subject to change. Any such change caffiéett the validity of this discussion.
addition, the implementation of certain aspectshef PFIC rules requires the issuance of regulatramish in many instances have not k
promulgated and which may have retroactive effd@ttere can be no assurance that any of these @igpeitl be enacted or promulgated,
if so, the form they will take or the effect thhey may have on this discussion. Accordingly, anel © the complexity of the PFIC rules, L
Holders of Common Stock
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should consult their own tax advisors concerninfCRtles and the impact of these rules on theiegtment in our company.
Mark-to-Market Election for PFIC Stock

Under Section 1296 of the Code, a U.S. Holder BF&C may make a mark-tmarket election with respect to the stock of théCPiF suck
stock is marketable as defined below. This proviss designed to provide a current inclusion miovi for persons that are Ndiecting
Holders. Under the election, any excess of thenfigirket value of the PFIC stock at the close eftdx year over the Holder's adjusted t
in the stock is included in the Holder's incoméie Holder may deduct any excess of the adjusted bathe PFIC stock over its fair mar
value at the close of the tax year. However, didos are limited to the net mark-toarket gains on the stock that the Holder incluid
income in prior tax years, or so called “unreversetlsions.”

For purposes of the election, PFIC stock is matietd it is regularly traded on (1) a national seties exchange that is registered with
SEC, (2) the national market system establishe@mu8dction 11A of the Securities Exchange Act &41r (3) an exchange or market
the IRS determines has rules sufficient to endwuaethe market price represents legitimate anddéainmarket value.

A Holder's adjusted basis of PFIC stock is incrdalsg the income recognized under the markatrket election and decreased by
deductions allowed under the election. If a U.Blddr owns PFIC stock indirectly through a foreamtity, the basis adjustments apply to
basis of the PFIC stock in the hands of the foreigtity for the purpose of applying the PFIC ruleghe tax treatment of the U.S. owt
Similar basis adjustments are made to the badlseqgbroperty through which the U.S. persons haédRFIC stock.

Income recognized under the markaarket election and gain on the sale of PFIC switk respect to which an election is made is treai
ordinary income. Deductions allowed under thet@eacand loss on the sale of PFIC with respect lhictv an election is made, to the ex
that the amount of loss does not exceed the net-tnanarket gains previously included, are treated dfary losses. The U.S. or fore
source of any income or losses is determined the iamount were a gain or loss from the sale aksitothe PFIC.

The above provisions apply to tax years of U.Ss@es beginning after December 31, 1997, and tyé¢axs of foreign corporations end
with or within such tax years of U.S. persons.

The rules of Code Section 1291 applicable to nolifipch funds do not apply to a U.S. Holder for ta®ars for which a mark-tovarke
election is in effect. If Code Section 1291 is lagp and a mark-tanarket election was in effect for any prior tax yehe U.S. Holder
holding period for the PFIC stock is treated asifi@igg immediately after the last tax year of tihecdon. However, if a taxpayer make
mark-tomarket election for PFIC stock that is a nonquadiffund after the beginning of a taxpayer's holdimgiod for such stock,
coordination rule applies to ensure that the tagpdpes not avoid the interest charge with resjpeaiounts attributable to periods before
election.

Controlled Foreign Corporation Status

If more than 50% of the voting power of all classéstock or the total value of the Common Stockwsied, directly or indirectly, by U.
Holders, each of whom own 10% or more of the totahbined voting power of all classes of stock of company, we would be treated :
“controlled foreign corporation” or “CFCunder Subpart F of the Code. This classificatiayuld bring into effect many complex resi
including the required inclusion by such 10% U.8ld¢rs in income of their pro rata shares of “Subpancome” és defined by the Code)
our company and our earnings invested in “U.S. eryp (as defined by the Code). In addition, under Sacti®48 of the Code, gain frc
the sale or exchange of shares of Common Stockitly 8 10% U.S. Holder of our company at any timenduthe five year period endi
with the sale or exchange is treated as ordinavideind income to the extent of our earnings anditgrattributable to the stock sold
exchanged. Because of the complexity of SubpaainB,because we may never be a CFC, a more detailiv of these rules is beyonc
the scope of this discussion.
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Elimination of Overlap Between Subpart F Rules BRUC Provisions

Under the Taxpayer Relief Act of 1997, a PFIC ikatlso a CFC will not be treated as a PFIC widpeet to certain 10% U.S. Holders.
the exception to apply, (i) the corporation mustab€FC within the meaning of section 957(a) of @wale and (ii) the U.S. Holder must
subject to the current inclusion rules of Subpawtith respect to such corporation (i.e., the U.8lddr is a “United States Shareholdesgt
“Controlled Foreign Corporation,above). The exception only applies to that portidna U.S. Holder's holding period beginning &
December 31, 1997. For that portion of a Uniteaitedt Holder before January 1, 1998, the ordinal PiHes continue to apply.

Dividends and Paying Agent

Not applicable

Statement by Expert

Not applicable

Documents on Displa

The material contracts listed herein may be inguebetween the hours of 10:00 a.m. and 5:00 p.mwurahead office located at Suite 328
550 Burrard Street, Vancouver, British Columbian&aa.

Subsidiary Information

We have one wholly owned subsidiary incorporatedeurthe laws of the Republic of South Africa untlexr name Platinum Group Met
(RSA) (Proprietary) Limited (“PTM-RSA”). The regésed and records office of PTM-RSA is located &t Bloor, Aloe Grove, 196 Lou
Botha Avenue, Houghton Estate, Johannesburg, 200@h Africa. The principal business address d/IFRSA is Suite 328, 550 Burre
Street, Vancouver, British Columbia, Canada, V6G.2B

Item 11 — Quantitative and Qualitative DisclosuresAbout Market Risk
(@) Transaction Risk and Currency Risk Management

Our operations do not employ financial instrumemtslerivatives which are market sensitive and tloeeewe are not subject to the finan
market risks associated with such instruments andatives.

(b) Exchange Rate Sensitivity

In the normal course of our business, we entertiatiosactions for the purchase of supplies andaEndenominated in South African Re
In addition, we have cash and certain liabilitienaminated in South African Rand. As a result, wesaibject to foreign exchange risk fr
fluctuations in foreign exchange rates.

(©) Exchange Controls

We operate in South Africa, and like other foreggrtities operating there, we are subject to cugrdbachange Controls administered by
South African Reserve Bank, the country's centaalkb A significant portion of the funding structdoe our South African operations cons
of advancing loans to our South Africa incorporasedbsidiaries. It is possible that we may not ble &0 acceptably repatriate such fu
once our subsidiaries are able to repay the loarepatriate other funds, such as operating prafitsuld any develop.
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(d) Interest Rate Risk
We are equity financed and do not have any debthwilsisubject to interest rate change risks.
(e) Commodity Price Risk

While the value of our resource properties can gbnze said to relate to the price of platinum grogtals and the outlook for same, we
not have any operating mines and hence do notdmay&edging or other commaodity based risks respgctur operations.

Item 12 — Description of Securities Other than Equy Securities
Not applicable

Part 1l

Item 13 — Defaults, Dividend Arrearages and Delingencies

Not applicable

Item 14 — Material Modifications to the Rights of ®curity Holders and Use of Proceeds
Not applicable

Part 1l

Iltem 15 — Controls and Procedures

As required by Rule 13a-15 under the SecuritieshBrge Act of 1934 (the “Exchange Actiye carried out an evaluation of the effectivel
of the design and operation of our disclosure @sitand procedures as of August 31, 2006, beingléte of our most recently comple
fiscal year end. This evaluation was carried oweaurthe supervision and with the participation af €hief Executive Officer and Ch
Financial Officer. Based upon that evaluation, Ghief Executive Officer and Chief Financial Officeoncluded that our disclosure cont
and procedures are effective in timely alerting aglsment to material information relating to it rieqd to be included in our perio
Securities and Exchange Commission filings. Thereehbeen no changes in our internal controls atlier factors that could significan
affect internal controls subsequent to the dateGhief Executive Officer and the Chief FinanciafiGdr carried out their evaluation.

Disclosure controls and procedures are designehsare that information required to be disclosedreports filed or submitted under
Exchange Act is recorded, processed, summarizedegated, within the time periods specified in 8exurities and Exchange Commissi
rules and forms. Disclosure controls and procedimeside, without limitation, controls and procedsirdesigned to ensure that informa
required to be disclosed in our reports filed unitier Exchange Act is accumulated and communicatedanagement, including our Ct
Executive Officer and Chief Financial Officer, thoav timely decisions regarding required disclosure

During our most recently completed fiscal year ehdegust 31, 2006, there were no changes in oarnat control over financial reporti
that have materially affected, or are reasonakblyito affect, our internal control over financiaporting.

The term “internal control over financial reporting defined as a process designed by, or underupengsion of, the registrant's princi
executive and principal financial officers, or pmrs performing similar functions, and effected ks t
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registrant's board of directors, management aner gérsonnel, to provide reasonable assurancediagahe reliability of financial reportir
and the preparation of financial statements foemdl purposes in accordance with generally acdeateounting principles and inclut
those policies and procedures that:

(@) Pertain to the maintenance of records that in regtgde detail accurately and fairly reflect the sactions and dispositions of
assets of the registrant;

(b) Provide reasonable assurance that transaction®e@weded as necessary to permit preparation ofdiah statements in accordal
with generally accepted accounting principles, #rad receipts and expenditures of the registramtaing made only in accordal
with authorizations of management and directorthefregistrant; and

() Provide reasonable assurance regarding preventiotimely detection of unauthorized acquisition, use disposition of th
registrant's assets that could have a materiatteffethe financial statements.

Item 16A — Audit Committee Financial Expert

The board of directors has determined that arefitvemcial experts on our Audit Committee: lain Mgn, director and Eric Carlson, direc

Mr. McLean has an M.B.A. from Harvard Business@stand a B.Sc (Eng.) in Mining from the Imperiallfége of Science and Technolc
(London, England). In addition to his educatiorr, McLean has gained relevant experience actinha£hief Operating Officer of seve
private high technology companies since 1995 anthasVice President of Operations at Ballard Po#gstems from 1993 to 1995. |
Carlson is a Chartered Accountant and holds a BacbhECommerce degree from the University of BiitiColumbia.

Iltem 16B — Code of Ethics

We have a Code of Business Conduct (the “Coded} applies to our Chief Executive Officer and &Hrinancial Officer that includ
provisions covering conflicts of interest, ethicabnduct, compliance with applicable government |awdes and regulations, &
accountability for adherence to the Code. A copthefCode is posted on our website. Any waiveasrof provision of the Code granted !
senior officer may only be granted by the full mbaf directors or our Audit Committee. If a waivsrgranted, information concerning
waiver will be posted on our website www.platinumgometals.net for a period of twelve months. Aycopthe Code of Ethics may also
obtained from our Secretary at no charge upon stque

Item 16C — Principal Accountant Fees and Services

The aggregate fees billed by our external auditoesach of the last two fiscal years for audit fags as follows:

Financial Year Ending|  Audit Fees( Audit Related Fees?) Tax Fees® All Other Fees®

2006 $90,000 $13,801 $3,000 $Nil

2005 $95,848 $21,279 $2,227 $ Nil
Notes:
1) The aggregate audit fees billed or accrued at Nbezrd4, 2006.
2) The aggregate fees billed for assurance and ret&edces that are reasonably related to the peeoce of the audit or review of our financial sta¢ats, which are not includ

under the heading “Audit Fees”.

3) The aggregate fees billed for professionatises rendered for tax compliance, tax advice ardptanning.
4) The aggregate fees billed for products andices other than as set out under the headingsit&egs”, “Audit Related Fees” and “Tax Fees”.

Item 16D — Exemptions from the Listing Standards fo Audit Committees

Not applicable
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Item 16E — Purchases of Equity Securities by the $sier and Affiliated Purchasers

There were no purchases made by or on behalf cd@uapany or any “affiliated purchaser” of equitgssties.
Part IV

Item 17 — Financial Statements
See the consolidated financial statements and igsfigted in Item 19 hereof and filed as parttd§tAnnual Report.
The consolidated financial statements were prepareaccordance with accounting principles generaltgepted in Canada. Differen

between accounting principles generally accepte@ianada and in the United States, as applicaldertcompany, are set forth in Note 1!
the accompanying consolidated financial statements.

ltem 18 — Financial Statements

Not applicable

Item 19 — Exhibits
(@) Financial Statements

1. The audited consolidated financial statements winickude our consolidated balance sheets as at #tugfly 2006 and 2005 &
statements of operations and cash flows for thesyeaded August 31, 2006, 2005 and 2004 with thesribereto.

(b)  Exhibits

1.1 Certificate of Incorporation, Name Changes anddet/By-Laws of New Millennium Metals Corporation
- Incorporated by Reference to Form 20-F 1999 AhRegport --

1.2 Certificate of Incorporation, Certificate of Amatgation and Name Changes of Platinum Group Metals Lt
- Incorporated by Reference to Form 20-F 2001 AhRegort --

1.3 New Articles of Platinum Group Metals Ltd. effeci¥rebruary 22, 2005.
- Incorporated by Reference to Form 20-F 2004 AhRegport --

2. Instruments defining the rights of holders of eguit debt securities being registered: Not Apjillea
3. Voting Trust Agreements: Not Applicable
4. Material Contracts Entered Into Not Two Years Beftire Filing Date:

4.1 Sublease Agreement with Anthem Works Ltd. datedusti®p, 2004 for the rental of our office premiseSaite 328, 550 Burra
Street, Vancouver, British Columbia, Canada V6C.1%2e “ltem 7 — Major Shareholders and RelatetyHaansactions”.
-- Incorporated by Reference to Form 20-F 2004 AhReport —

4.2 Consulting agreement dated April 1, 2005 with Rcihiel Jones, our President, Chief Executive Offsed a director pursuant
which Mr. Jones was paid a fee of $545 per daydoage our day-to-day operations for an
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indefinite term. This arrangement was amendedceffe August 1, 2006 as further described belovee Sltem 7 —Major
Shareholders and Related Party Transactions”.
-- Incorporated by Reference to Form 20-F 2005 AhReport —

4.3 Employment agreement dated April 1, 2005 with Fréfdtlam, our Chief Financial Officer and a direcfmrsuant to which M
Hallam was paid a salary of $10,150 per month tcmage our day-talay financial operations for an indefinite termhig
arrangement was amended effective August 1, 2006rtmer described below. See “ltem Major Shareholders and Related P
Transactions”.

-- Incorporated by Reference to Form 20-F 2005 AhReport —

4.4 Consulting agreement dated August 1, 2006 with Rhikl Jones, our President, Chief Executive Offared director pursuant
which Mr. Jones is paid a fee of $645 per day tmage our day-to-day operations for an indefinitente See “ltem 7 -Major
Shareholders and Related Party Transactions”.

4.5 Employment agreement dated August 1, 2006 with K-kdallam, our Chief Financial Officer and directoursuant to which M
Hallam is paid a salary of $12,100 per month to agenour day-to-day financial operations for an fimike term. See “ltem #
Major Shareholders and Related Party Transactions”.

5. Foreign Patents: Not Applicable.

6. Statement Explaining Calculation of Earnings Pear8hnformation: Not Included

7. Statement Explaining Calculation of Ratio of Eaghito Fixed Charges, Ratio of Combined Fixed Cha@ed Preferred Sto
Dividends or any other Ratios: Not Included

8. Diagram of Parent and Subsidiaries: Not Included.

9. Statement Regarding Financial Statements Filecegid®ration Statements for Initial Public OfferiofSecurities: Not Applicable

10. Blackout Period Notices: None.

11. Code of Ethics.
-- Incorporated by Reference to Form 20-F 2003 AhiReport --

31.1 Certification of Chief Executive Officer pursuantRule 13a-14(a) and Rule 15d-14(a) of the Seesrlixchange Act, as amended
31.2  Certification of Chief Financial Officer pursuat Rule 13a-14(a) and Rule 15d-14(a) of the Seesrlxchange Act, as amended

32.1 Certification of Chief Executive Officer pursuamt 18 U.S.C. Section 1350, as adopted pursuant ¢to8e906 of the Sarbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuaat 18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the Sarban&xley
Act of 2002
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Signature Page

The registrant hereby certifies that it meets &lthe requirements for filing on Form Z0-and that it has duly caused and authorize
undersigned to sign this Annual Report on its bfehal

PLATINUM GROUP METALS LTD.
(Registrant)

November 29, 2006 /s/ R. Michael Jones
Date R. Michael Jones, President, CEO and Director
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CERTIFICATION

I, R. Michael Jones, certify that:

1.
2.

| have reviewed this annual report on Form 20-Platinum Group Metals Ltd. (the “Company”);

Based on my knowledge, this report does not corgainuntrue statement of a material fact or om#ttde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmislegding with respect to t
period covered by this report;

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the Company as of, andtfa, periods presented in t
report;

The Companys other certifying officer(s) and | are responsitie establishing and maintaining disclosure cdetand procedur:
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repagtifas defined in Exchange ¢
Rules 13a-15(f) and 15d-15(f)) for the Company hade:

(@) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs ttesigned und
our supervision, to ensure that material infornratielating to the Company, including its consokdhsubsidiaries, is ma
known to us by others within those entities, paitidy during the period in which this report it prepared;

(b) Designed such internal control over financial répgr, or caused such internal control over finahceporting to b
designed under our supervision, to provide readenassurance regarding the reliability of finandieporting and tr
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(© Evaluated the effectiveness of the Compardisclosure controls and procedures and presé@ntéds report our conclusio
about the effectiveness of the disclosure contmals procedures, as of the end of the period coveydtlis report based
such evaluation; and

(d) Disclosed in this report any change in the Compsinternal control over financial reporting thatomed during the peric
covered by the annual report that has materiafigcédd, or is reasonably likely to materially affehe Companys interna
control over financial reporting; and

The Companys other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the Company’s auditors and the aadihmittee of the Compary’board of directors (or persons performing
equivalent functions):

€)) All significant deficiencies and material weaknesge the design or operation of internal controéiofinancial reportin
which are reasonably likely to adversely affect @@mpanys ability to record, process, summarize and refioaincia
information; and

(b) Any fraud, whether or not material, that involveg@magement or other employees who have a signifioaet in the
Company’s internal control over financial reporting

Date: November 29, 2006

/sl R. Michael Jones

R. Michael Jones
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
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CERTIFICATION

I, Frank Hallam, certify that:

1.
2.

| have reviewed this annual report on Form 20-Platinum Group Metals Ltd. (the “Company”);

Based on my knowledge, this report does not corgainuntrue statement of a material fact or om#ttde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmislegding with respect to t
period covered by this report;

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the Company as of, andtfa, periods presented in t
report;

The Companys other certifying officer(s) and | are responsitie establishing and maintaining disclosure cdetand procedur:
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repagtifas defined in Exchange ¢
Rules 13a-15(f) and 15d-15(f)) for the Company hade:

(@) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs ttesigned und
our supervision, to ensure that material infornratielating to the Company, including its consokdhsubsidiaries, is ma
known to us by others within those entities, paitidy during the period in which this report it prepared;

(b) Designed such internal control over financial répgr, or caused such internal control over finahceporting to b
designed under our supervision, to provide readenassurance regarding the reliability of finandieporting and tr
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(© Evaluated the effectiveness of the Compardisclosure controls and procedures and presé@ntéds report our conclusio
about the effectiveness of the disclosure contmals procedures, as of the end of the period coveydtlis report based
such evaluation; and

(d) Disclosed in this report any change in the Compsinternal control over financial reporting thatomed during the peric
covered by the annual report that has materiafigcédd, or is reasonably likely to materially affehe Companys interna
control over financial reporting; and

The Companys other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the Company’s auditors and the aadihmittee of the Compary’board of directors (or persons performing
equivalent functions):

€)) All significant deficiencies and material weaknesge the design or operation of internal controéiofinancial reportin
which are reasonably likely to adversely affect @@mpanys ability to record, process, summarize and refioaincia
information; and

(b) Any fraud, whether or not material, that involveg@magement or other employees who have a signifioaet in the
Company’s internal control over financial reporting

Date: November 29, 2006

/s/ Frank Hallam

Frank Hallam
Chief Financial Officer and Director
(Principal Financial Officer)
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CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of PlatinunoGp Metals Ltd. (the “Company”) on Form Efor the fiscal year ended August 31, 2
as filed with the Securities and Exchange Commissio the date hereof (the “Reporte, R. Michael Jones, Chairman, President and
Executive Officer and Frank R. Hallam, Chief Finahdfficer of the Company, certify, pursuant to U8S.C. Section 1350, as adog
pursuant to Section 906 of the Sarbanes-Oxley A2002, that:

1. The Report fully complies with the requirementsSefction 15(d) of the Securities Exchange Act of4 @%d
2. The information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operations of
Company.

Date: November 29, 2006

/sl R. Michael Jones

R. Michael Jones
Chairman, President and Chief Executive Officer
(Principal Executive Officer)

/s/ Frank R. Hallam

Frank R. Hallam
Chief Financial Officer
(Principal Financial Officer)



CONSULTING AGREEMENT

THIS AGREEMENT made as of the 1st day of August&@00

BETWEEN:

PLATINUM GROUP METALS LTD. , a corporation subsisting under the laws of
British Columbia, with an office at Suite 328 — 5BQrrard Street, Vancouver, British
Columbia, V6C 2B5

(“PGM” or the “Corporation”)
OF THE FIRST PAR

-and —

R. MICHAEL JONES , businessman of Vancouver, British Columbia, (‘€&

OF THE SECOND PAR

WHEREAS PGM wishes to contract for the servicedafes and Jones wishes to provide services to P
connection with the continuing operation of theibass carried on by PGM (the “BusinesBm Vancouver, Britis
Columbia.

AND WHEREAS PGM and Jones wish to set out the teshiBones’s engagement.

NOW THEREFORE IN CONSIDERATION OF the payment ofetlsum of $1.00, the covenants
agreements continued in this Agreement, and otbed gand valuable consideration, the receipt anticgricy of
which is hereby acknowledged, the parties agrdellasvs:

AGREEMENT TO ENGAGE

1. PGM agrees to continue to engage Jones in connegitb the Business on the terms and conditionssit
herein (the “Consulting Engagement”), and Jonesexgto accept engagement on such terms.

TERM

2. The term of this Agreement and the Consultingdgement shall be for an indefinite period, predithat:

€)) PGM may terminate this Agreement and the ConsulEingagement at any time as set out in parag
9 and 10 hereof;




(b)  Jones may terminate this Agreement and the Congulingagement at any time as set ot
paragraph 11 hereof;

(c) This Agreement and the Consulting Engagement at@ratically terminated when Jones dies o
PGM'’s option, at any time after he reaches thecdd@®;

(d) Jones may terminate this Agreement and the Conguihgagement if there is a change in contr
set out in paragraph 12 hereof; and

(e) PGM may, at its option, give notice that this Agremt and the Consulting Engagement are termi
effective immediately by reason of Jones being lenab perform substantially all his duties fc
continuous period in excess of 6 months or forquicollectively exceeding 6 months in anyra@ntt
period. Such termination may be without advandecam®r compensation to Jones.

DUTIES AND RESPONSIBILITIES

3.

Jones shall be the President and Chief Executifiegdfof PGM and shall, in such capacity, be inrgeaan:
control of and be responsible for the daydty operations and business of PGM and shall Heveaudthority
and perform the duties, assigned to him from timenbe by the Board of Directors of PGM. PGM agréea
it shall not relocate Jones outside of the Grédtercouver Regional District without the consenjofes.

CONFLICT OF INTEREST/DUTY OF LOYALTY

4.

Jones agrees to devote at least 80% of his wotkimg during the Consulting Engagement to the Bissirans
shall not engage or have an interest in any othtargrise, occupation or profession, directly airiectly, ol
become a principal, agent, director, officer or tapee of another company, firm or person, as appl&
which will interfere with Jones’ duties and responsibilities hereunder withoutvinigten approval, not to |
unreasonably withheld, of the Board of Directors?&M. Jones agrees not to be directly or indiyestigage
in any business, whether as a principal, agengcttir, officer, employee or otherwise, which coregetvitt
PGM or which employment, business or activity woatthstitute a conflict of interest on Jorsegart wit
PGM's interests. The Board of Directors is aware af agrees that Jones may continue to act as aaliffec
MAG Silver Corp., a silver mining and exploratioangpany, and may act as an officer, director or chas
for Sydney Resource Corporation (or its successargdld mining and exploration company.

CONFIDENTIALITY

5.

Jones agrees to keep the affairs of the Businesadial and otherwise, strictly confidential artthé no
disclose the same to any person, company or finnecttly or indirectly, during or after his Consul
Engagement by PGM except as reasonably necessargritp out his Consulting Engagement duties ¢
otherwise authorized in writing by the Board of &itors of PGM. Jones agrees not to use such iatayn
directly or indirectly, for his own interests, anainterests other than those of the




Business, whether or not those interests conflith the interests with the interests of the Bussheliring o
after his Consulting Engagement by PGM.

REMUNERATION

6.
€)) Jones shall be remunerated as follows duhaddrm of this Agreement:
0] a base fee of CDN $645 per day, invoiced by Jormsthy, and payable upon presentation
such rate to be reviewed annually by the Boardigddors of PGM;
(i) such bonuses as may be determined by the Boardr@ftdrs of PGM from time to time in
sole discretion;
(i)  all benefits that may be made available to officefsPGM from time to time on terr
determined by the Board of Directors of PGM; and
7. Jones shall also be given the following addaiancentives:

(@) incentive stock options to acquire Common ShareBG@# in such amounts as approved by the E
of Directors of PGM from time to time.

REIMBURSEMENT OF EXPENSES

8. All Joness reasonable expenses related to the Businesbeviktimbursed upon the submittal by Jones !
expense report with appropriate supporting docuatemt to PGM'’s Chief Financial Officer.

TERMINATION

9. This Agreement and the Consulting Engagement magroginated by PGM summarily and without notice
payment in lieu of notice, severance payments, fiisndamages or any sums whatsoever, in the ebwer
there is just cause for termination of Jose€onsulting Engagement at common law. Notwithditag the
generality of the foregoing, just cause shall bended to exist in the event Jones:

@) is convicted of an indictable offence;

(b) has committed an act of fraud or material dishgnestonnection with his Consulting Engagemer
the Business;

(© is the subject of any proceeding by a seasitegulatory agency; or
(d) materially breaches his duties under this Agrent.

Subject to paragraph 2:




(€)

(f)

(¢))

This Agreement and the Consulting Engagement magro@nated on notice by PGM to Jones witl
cause upon payment to Jones at termination of &8ldgs and provision of the benefits described 1t
subparagraph 6(a)(iii) (except for insured or othenefits which cannot be extended to a perso
actively employed by PGM) for the earlier of 3 mwhor until Jones obtains comparable benefits
another source.

The parties agree that any payment to Jones pursuparagraph 10(a) is not intended and will re
of the nature of a penalty and shall be considbyetthe parties as liquidated damages.

The parties further agree that, notwithstandingtlaing to the contrary contained in this Agreerr
Jones shall not be required or called upon to atiéigin any manner whatsoever such liquid
damages.

TERMINATION BY JONES

11.

This Agreement and the Consulting Engagement matetmeinated on notice by Jones to PGM by givingdags’
written notice.

CHANGE OF CONTROL

12.
(@)

(b)

If at any time during the term of this Agreemerdrthis a change in control of PGM, as defined bg
then Jones shall have 60 days from the date of cglu@hge of control to elect in writing whether ot
he wishes to terminate this Agreement and the GomguEngagement, after which time he shal
deemed to have elected not to do so. If Jonesselederminate this Agreement and the Const
Engagement under this paragraph, then he shallgrten notice of his election to the Corporatemc
this Agreement and the Consulting Engagement seatinate 30 days from the day of such no
Jones shall then, from the date of terminationebiled to receive from PGM in one lump sum
equivalent of one year’s compensation, definedl&&®00 for purposes of this section.

For the purposes of this Agreement:
(1) a “change of control of PGM” shall mean theweence of any of the following events:

(2) less than 50% of the Board of Directors of PGM geoomposed of Continuil
Directors; or

(2) a person (within the meaning of the provisionghe Securities Ac{British Columbia
(the “Securities Act”) (other than persons who




are shareholders, directly or indirectly, or diogst of PGM as of the date of t
Agreement)), alone or with its affiliates, assoesabr persons (other than persons
are shareholders, directly or indirectly, or dioest of PGM as of the date of t
Agreement) with whom such person is acting joillyn concert (all within the meani
of the Securities Act), becoming, following the elatf this Agreement, the benefic
owner(s) (also within the meaning of the Securittet) of securities representing,
convertible into securities representing, more tB@% of the total voting rights attach
to all then outstanding PGM securities having uradlecircumstances the right to vote
any resolution concerning the election of directarsd

(i) “Continuing Director” shall mean either:

(1) an individual who is a member of the Board of Dices of PGM on the date of tl
Agreement; or

(2) an individual who becomes a member of the BoarBidcéctors of PGM subsequent
the date of this Agreement with the agreement déast a majority of the Continui
Directors who are members of the Board of DirectorsPGM at the date that t
individual became a member of the Board of DirectfrPGM.

SEVERABILITY

13. The invalidity or unenforceability of any provisioaf this Agreement will not affect the validity
enforceability of any other provision, and any il@rovision will be severable from this Agreement

GOVERNING LAW

14.  This Agreement is governed by and is to be consijanterpreted and enforced in accordance withative o
British Columbia.

HEIRS/SUCCESSORS BOUND

15. This Agreement enures to the benefit of and is ibopdupon the parties and their respective
administrators, executors, successors and asssgagpaopriate.

ASSIGNMENT

16. This Agreement is not assignable by either partihout the consent in writing of the other party,ioh
consent may be unreasonably withheld, provided Ri@&l¥ shall be entitled to assign this Agreementhaeui
Joness consent to an affiliate entity provided the &fté (as defined in the Company Act (British Colua))
offers a comparable Consulting Engagement and tlseemot material prejudice, including diminution
responsibilities, to Jones by reason of such assigi




ENTIRE AGREEMENT

17. As of its date execution, this Agreement supersedlegrior agreements, whether written or oral, resg o
implied, between the parties, and constitutes tiieecagreement between the parties. The pargeseahe
there are no other collateral agreements or uratedsigs between them except as set out in thisehgeet.

AMENDMENT

18. This Agreement may be amended only in wriiiggmed by the parties and witnessed.
HEADINGS

19. All headings in this Agreement are for convenienody and shall not be used for the interpretatibrihcs
Agreement.

RECOURSE ON BREACH

20. Jones acknowledge that damages would be an insuffi;emedy for a breach of this Agreement and ex
that PGM may apply for and obtain any relief avalgato it in a court of law or equity, includingjumctive
relief, to restrain breach or threat of breachhig Agreement or to enforce the covenants contaimeekin anc
in particular, the covenant contained in paragraplin addition to rights PGM may have to damagesirg
from said breach or threat of breach.

CONFIDENTIALITY OF AGREEMENT

21. The parties agree that this Agreement is confidéatid shall remain so. The parties agree thatAbreemer
or the contents hereof shall not be divulged by @axyy without the consent in writing of the otlparty, witr
the exception of disclosure to personal advisasglasure that may be required by the laws of amigglictior
in which the Business is conducted or may be caeduc future and disclosure pursuant to applic
securities laws and the rules and policies of angksexchange on which PGM securities are tradealct
party agrees to request of its personal advisas tthey enter into similar agreements of conficityi if
requested to do so by the other party to this Agesd.

INDEPENDENT LEGAL ADVICE

22. Jones agrees that he has had independent legakamtvihe opportunity to receive same in conneactith the
execution of this Agreement and has read this Ages# in its entirety, understands its contentsiargigning
this Agreement freely and voluntarily, without dsseor undue influence from any party.




NOTICE

23.  Any notice required or permitted to be made or givader this Agreement to either party shall beviiting
and shall be sufficiently given if delivered peratiy, or if sent by prepaid registered mail to ihéendel
recipient of such notice at:

(@) in the case of PGM, to:

Suite 328 - 550 Burrard Street
Vancouver, British Columbia
V6C 2B5

(b) in the case of Jones, to:

4684 West 8" Avenue
Vancouver, British Columbia

V6R 2E4

or at such other address as the party to whomstitihg is to be given shall provide in writing tbe party giving th
said notice. Any notice delivered to the partyvttom it is addressed shall be deemed to have been gnd receive
on the day it is so delivered or, if such day isabusiness day, then on the next business diayialy any such da
Any notice mailed shall be deemed to have beeangand received on the fifth business day followimg date ¢
mailing.

CONFIDENTIALITY

24. The parties hereby agree that all trade secretde thames, client information, client files andgessing an
marketing techniques, mineral properties, minersgdl@ation data or information or mining or explbosa
proposals, relating to the Business or disclosedldones in the course of his Consulting Engage
(collectively, the “Confidential Information”shall become, on execution of this Agreement, amall e
thereafter, as the case may be, the sole propeERGM whether arising before or after the executbrhis
Agreement. Jones agrees not to:

€)) divulge any of the Confidential Informationaay person, partnership or corporation;

(b)  to use, directly or indirectly, alone or with oteeand Confidential Information other than for
Business; or

(c) to assist in the disclosure or divulging of any lsu@onfidential Information, directly or indirect
except as authorized in writing by the Board ofebdtors of PGM.




SURVIVAL

25. Paragraphs 5, 20, 21 and 24 shall survive the tetion of this Agreement and the Consulting Engaage
and shall continue in full force and effect accogdio their terms.

IN WITNESS WHEREOF the parties hereto have exectibede presents under their respective seal
hands of their proper offices authorized in thdtddg as applicable.

The Corporate Seal GfLATINUM
GROUP METALS LTD. was hereunto
affixed in the presence of:

Authorized Signatory c/s

" lain McLeari
Authorized Signatory

)
)
)
)
" Barry W. Smee )
)
)
)
)

SIGNED, SEALED AND DELIVERED in

the presence of: _
“R. Michael Jon€'s

R. MICHAEL JONES

N N N N N

“ Frank R. Hallami
Witness




EMPLOYMENT AGREEMENT

THIS AGREEMENT made as of the3iday of August, 2006
BETWEEN:

PLATINUM GROUP METALS LTD. , a corporation subsisting under the laws of
British Columbia, with an office at Suite 328 — 5BQrrard Street, Vancouver, British
Columbia, V6C 2B5

(“PGM” or the “Corporation”)
OF THE FIRST PAR

-and -

FRANK R. HALLAM , businessman of Vancouver British Columbia (“Eadl’)
OF THE SECOND PAR

WHEREAS PGM wishes to employ Hallam and Hallam wssto be employed by PGM in connection witr
continuing operation of the business carried oP&M (the “Business”) from Vancouver, British Coluiab

AND WHEREAS PGM and Hallam wish to set out the temh Hallam’s employment.

NOW THEREFORE IN CONSIDERATION OF the payment ofetlsum of $1.00, the covenants
agreements continued in this Agreement, and otbed gand valuable consideration, the receipt anticgricy of
which is hereby acknowledged, the parties agrdellasvs:

AGREEMENT TO EMPLOY

1. PGM agrees to continue to employ Hallam in conoectiith the Business on the terms and conditioh®sl
herein (the “Employment”), and Hallam agrees toept@mployment on such terms.

TERM

2. The term of this Agreement and the Employmaatl $e for an indefinite period, provided that:

€)) PGM may terminate this Agreement and the Employraeainy time as set out in paragraphs 9 ar
hereof;

(b) Hallam may terminate this Agreement and the Emplyimat any time as set out in paragrap
hereof;




(© This Agreement and the Employment are autarabyi terminated when Hallam dies or, at PGM’
option, at any time after he reaches the age of 65;

(d) Hallam may terminate this Agreement and the Empleyinif there is a change in control as set o
paragraph 12 hereof; and

(e) PGM may, at its option, give notice that this Agremt and the Employment are terminated effe
immediately by reason of Hallam being unable tdquer substantially all his duties for a continu
period in excess of 6 months or for periods coNety exceeding 6 months in any h#nth perioc
Such termination may be without advance noticeoonpensation to Hallam.

DUTIES AND RESPONSIBILITIES

3. Hallam shall be the Chief Financial Officer of PGd shall, in such capacity, be in charge and obafranc
be responsible for the day-tlay financial operations of PGM and shall have dbgority, and perform tl
duties, assigned to him from time to time by theaBoof Directors of PGM. PGM agrees that it shal
relocate Hallam outside of the Greater Vancouveyiétel District without the consent of Hallam.

CONFLICT OF INTEREST/DUTY OF LOYALTY

4, Hallam agrees to devote at least 80% of his workimg during the Employment to the Business andl siot
engage or have an interest in any other entergres®ipation or profession, directly or indirectty,become
principal, agent, director, officer or employeeavfother company, firm or person, as applicable clwhvill
interfere with Hallamé duties and responsibilities hereunder without tinétten approval, not to |
unreasonably withheld, of the Board of DirectorsR§EM. Hallam agrees not to be directly or indike
engaged in any business, whether as a princip&ntaglirector, officer, employee or otherwise, wi
competes with PGM or which employment, businessaaivity would constitute a conflict of interest
Hallam’s part with PGMs interests. The Board of Directors is aware af agrees that Hallam may act ¢
director, officer and consultant for MAG Silver @aora silver mining and exploration company, any et a
a director, officer and consultant for Sydney ReseuCorporation (or its successors), a gold miramg
exploration company and that Hallam is the CFOJallinan Mines Limited.

CONFIDENTIALITY

5. Hallam agrees to keep the affairs of the Businfsancial and otherwise, strictly confidential askall no
disclose the same to any person, company or fitrecttly or indirectly, during or after his employmteby
PGM except as reasonably necessary to carry olrhjgoyment duties or as otherwise authorized iivg
by the Board of Directors of PGM. Hallam agrees taouse such information, directly or indirectfgy his
own interests, or any interests other than thodbe@Business, whether or not those interests iconiith the
interests with the interests of the Business, duoinafter his employment by PGM.




REMUNERATION

6.

7.

@) Hallam shall be remunerated as follows dutiregterm of this Agreement:

0] minimum base salary of CDN $12,100 per month, pleyatonthly and to be reviewed annu
by the Board of Directors of PGM;

(D) such bonuses as may be determined by the Boardredtbrs of PGM from time to time in
sole discretion;

(i)  all benefits that may be made available to officefsPGM from time to time on terr
determined by the Board of Directors of PGM; and

(iv) (3) three weeks’ vacation annually.

(b)  All payments required to be made under this agre¢nage subject to statutory deductions
applicable, including for income tax, Canada Pen§itan and Employment Insurance coverage.

Hallam shall also be given the following aduhial incentives:

(@) incentive stock options to acquire Common ShareBG@# in such amounts as approved by the E
of Directors of PGM from time to time.

REIMBURSEMENT OF EXPENSES

8. All Hallam’s reasonable expenses related to the Businesbevitimbursed upon the submittal by Hallar
an expense report with appropriate supporting decuation to PGM’s Chief Executive Officer.

TERMINATION

9. This Agreement and the Employment may be terminayeBGM summarily and without notice, or paymet

lieu of notice, severance payments, benefits, dasmag any sums whatsoever, in the event that tkgres
cause for termination of Hallas’employment at common law. Notwithstanding thaegality of the
foregoing, just cause shall be deemed to exigterevent Hallam:

@) is convicted of an indictable offence;

(b) has committed an act of fraud or material dishgneéstconnection with his Employment or
Business;

(c) is the subject of any proceeding by a se&gitegulatory agency; or

(d) materially breaches his duties under this Agrent.




10. Subject to paragraph 2:

(@) This Agreement and the Employment may be terminatediotice by PGM to Hallam without cal
upon payment to Hallam at termination of 3 monthese salary and provision of the benefits desc
under subparagraph 6(a)(iii) (except for insureatbier benefits which cannot be extended to a p
not actively employed by PGM) for the earlier om®nths or until Hallam obtains comparable ben
from another source.

(b)  The parties agree that any payment to Hallam puatdogparagraph 10(a) is not intended and willlve
of the nature of a penalty and shall be considbyetthe parties as liquidated damages.

(c) The parties further agree that, notwithstandingtlaing to the contrary contained in this Agreernr
Hallam shall not be required or called upon to gaite in any manner whatsoever such liquic
damages.

11. This Agreement and the Employment may be teatad on notice by Hallam to PGM by giving 90 days
written notice.

CHANGE OF CONTROL

12.

@) If at any time during the term of this Agreemergrthis a change in control of PGM, as defined bg
then Hallam shall have 60 days from the date ofi @lxange of control to elect in writing whethemo
he wishes to terminate this Agreement and the Eynpdmt, after which time he shall be deeme
have elected not to do so. If Hallam elects tmieate this Agreement and the Employment unde
paragraph, then he shall give written notice ofdiection to the Corporation and this Agreement
the Employment shall terminate 30 days from theafaguch notice. Hallam shall then, from the dd
termination, be entitled to receive from PGM in ohemp sum the equivalent of one year
compensation, defined as $145,000 for purposeki®fsection, less applicable statutory deductics
set forth in paragraph 6 (b.) above.

(b) For the purposes of this Agreement:
(1) a “change of control of PGM” shall mean theweence of any of the following events:

(2) less than 50% of the Board of Directors of PGM gesomposed of Continuil
Directors; or

(2) a person (within the meaning of the provisionghe Securities Ac{British Columbia
(the “Securities Act”) ¢ther than persons who are shareholders, directiydirectly, ol
directors of PGM as of the date of this Agreemeiallpne or with its affiliates, associa




or persons (other than persons who are sharehpttiszstly or indirectly, or directors
PGM as of the date of this Agreement) with whomhsperson is acting jointly or
concert (all within the meaning of the Securitiest)Abecoming, following the date
this Agreement, the beneficial owner(s) (also witthie meaning of the Securities Act
securities representing, or convertible into semgirepresenting, more than 30% of
total voting rights attaching to all then outstargdiPGM securities having under
circumstances the right to vote on any resolutmmcerning the election of directors; ¢

(i) “Continuing Director” shall mean either:

(1) an individual who is a member of the Board of Dices of PGM on the date of tl
Agreement; or

(2) an individual who becomes a member of the BoarBiaéctors of PGM subsequent
the date of this Agreement with the agreement déast a majority of the Continui
Directors who are members of the Board of DirectofrsPGM at the date that t
individual became a member of the Board of DirectfrPGM.

SEVERABILITY

13. The invalidity or unenforceability of any provisioaf this Agreement will not affect the validity
enforceability of any other provision, and any ilgrovision will be severable from this Agreement

GOVERNING LAW

14.  This Agreement is governed by and is to be consdianterpreted and enforced in accordance withative o
British Columbia.

HEIRS/SUCCESSORS BOUND

15. This Agreement enures to the benefit of and is ibhmpdupon the parties and their respective F
administrators, executors, successors and asssgagpaopriate.

ASSIGNMENT

16. This Agreement is not assignable by either partthout the consent in writing of the other party,ioh
consent may be unreasonably withheld, provided Ri@¥ shall be entitled to assign this Agreementheui
Hallam’s consent to an affiliate entity provided the &fet (as defined in the Company Act (British Colua))
offers comparable employment and there is not naterejudice, including diminution of responsikis, tc
Hallam by reason of such assignment.




ENTIRE AGREEMENT

17. As of its date execution, this Agreement supersedlegrior agreements, whether written or oral, resg o
implied, between the parties, and constitutes tiieecagreement between the parties. The pargeseahe
there are no other collateral agreements or uratedsigs between them except as set out in thisehgeet.

AMENDMENT

18. This Agreement may be amended only in wriiiggmed by the parties and witnessed.
HEADINGS

19. All headings in this Agreement are for convenienody and shall not be used for the interpretatibrihcs
Agreement.

RECOURSE ON BREACH

20. Hallam acknowledge that damages would be an irseiffi remedy for a breach of this Agreement aneéex
that PGM may apply for and obtain any relief avalgato it in a court of law or equity, includingjumctive
relief, to restrain breach or threat of breachhig Agreement or to enforce the covenants contaimeekin anc
in particular, the covenant contained in paragraplin addition to rights PGM may have to damagesirg
from said breach or threat of breach.

CONFIDENTIALITY OF AGREEMENT

21. The parties agree that this Agreement is confidéatid shall remain so. The parties agree thatAbreemer
or the contents hereof shall not be divulged by @axyy without the consent in writing of the otlparty, witr
the exception of disclosure to personal advisasglasure that may be required by the laws of amigglictior
in which the Business is conducted or may be caeduc future and disclosure pursuant to applic
securities laws and the rules and policies of angksexchange on which PGM securities are tradealct
party agrees to request of its personal advisas tthey enter into similar agreements of conficityi if
requested to do so by the other party to this Agesd.

INDEPENDENT LEGAL ADVICE

22. Hallam agrees that he has had independent legaleadw the opportunity to receive same in connectidth
the execution of this Agreement and has read tlggedment in its entirety, understands its contants i
signing this Agreement freely and voluntarily, vath duress or undue influence from any party.

NOTICE

23.  Any notice required or permitted to be made or givader this Agreement to either party shall beviiting
and shall be sufficiently given if delivered peratiy, or if sent by prepaid registered mail to ihéende«
recipient of such notice at:




(@) in the case of PGM, to:

Suite 328 — 550 Burrard Street
Vancouver, British Columbia
V6C 2B5

(b) in the case of Hallam, to:

3736 Winsford Court
Burnaby, British Columbia
V5A 4Y9

or at such other address as the party to whomstitihg is to be given shall provide in writing tbe party giving th
said notice. Any notice delivered to the partyvttom it is addressed shall be deemed to have been gnd receive
on the day it is so delivered or, if such day isabusiness day, then on the next business diayialy any such da
Any notice mailed shall be deemed to have beeangand received on the fifth business day followtmg date ¢
mailing.

CONFIDENTIALITY

24. The parties hereby agree that all trade secretde thames, client information, client files andgessing an
marketing techniques, mineral properties, minergdla@ation data or information or mining or explbosa
proposals, relating to the Business or discloseHdtbam in the course of his Employment (collectyyehe
“Confidential Information”)shall become, on execution of this Agreement, dvadl e thereafter, as the c
may be, the sole property of PGM whether arisinfpiigeor after the execution of this Agreement. lafa
agrees not to:

(@) divulge any of the Confidential Informationaay person, partnership or corporation;

(b) to use, directly or indirectly, alone or with oteeand Confidential Information other than for
Business; or

(c) to assist in the disclosure or divulging of any tsi@onfidential Information, directly or indirect
except as authorized in writing by the Board ofebdtors of PGM.

SURVIVAL

25. Paragraphs 5, 20, 21 and 24 shall survive the tetion of this Agreement and the Employment andl
continue in full force and effect according to thteirms.




IN WITNESS WHEREOF the parties hereto have exectitede presents under their respective seal
hands of their proper offices authorized in thdtddg as applicable.

The Corporate Seal GfLATINUM
GROUP METALS LTD. was hereunto
affixed in the presence of:

" Barry w. Smee
Authorized Signatory

cls

" lain McLear
Authorized Signatory

)
)
)
)
)
)
)
)
)
)

SIGNED, SEALED AND DELIVERED in
the presence of:

)

) “ Frank R. Hallani
) FRANK HALLAM
)

“ R. Michael Jon€'’s
Witness




Independent auditors’ report

To the Shareholders of
Platinum Group Metals Ltd.
(An exploration stage company)

We have audited the consolidated balance she@mitifium Group Metals Ltd. (an exploration stagmpany) as at August 31, 2006 and 2005 and the
consolidated statements of operations, shareholeiguity and cash flows for each of the years mfttiree year period ended August 31, 2006 and the
cumulative period from March 16, 2000 to August 3006. These financial statements are the redpiitysof the Company’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with Canaghserally accepted auditing standards and thelatds of the Public Company Accounting Oversight
Board (United States). These standards requitextaglan and perform an audit to obtain reasonasdeirance whether the financial statements aefre
material misstatement. An audit includes examinorga test basis, evidence supporting the amamtslisclosures in the financial statements. Atitau
also includes assessing the accounting princiged and significant estimates made by managensenielas evaluating the overall financial statemen
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, these consolidated financial staeta present fairly, in all material respects,fthencial position of the Company as at AugustZ106 and
2005 and the results of its operations and its flasls for each of the years in the three yearqeeended August 31, 2006 and the cumulative pérad
March 16, 2000 to August 31, 2006 in accordanch ®anadian generally accepted accounting principles

The Company is not required to have, nor were vgaged to perform, an audit of its internal contneér financial reporting. Our audit included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, butarahie
purpose of expressing an opinion on the effectissmé the Company'’s internal control over financegorting. Accordingly, we express no such opinio

LDefocte § Towcke LLP

Independent Registered Chartered Accountants
November 8, 200

Comments by auditors on Canada - United States ofrAerica reporting differences

The standards of the Public Company Accounting Slgbt Board (United States) require the additioarexplanatory paragraph when the financial
statements are affected by conditions and eveats#st substantial doubt on the Company'’s aliityontinue as a going concern, such as thoseibeddn
Note 1 to the consolidated financial statementkhodigh we conducted our audits in accordance kdth Canadian generally accepted auditing stanc

and the standards of the Public Company Accour@@wnersight Board (United States), our report toShareholders dated November 8, 2006 is expressed in
accordance with Canadian reporting standards wdaamot permit a reference to such conditions amhesvin the auditors’ report when these are adetyuat
disclosed in the consolidated financial statements.

The standards of the Public Company Accounting Slgbt Board (United States) require the additioam&xplanatory paragraph (following the opinion
paragraph) when there are changes in accountingiples that have a material effect on the compktrabf the Company’s consolidated financial
statements, such as the change described in NftéoZhe consolidated financial statements. @port to the shareholders, dated November 8, 2806,
expressed in accordance with Canadian reportimgiatds which do not require a reference to suchgdmsin accounting principles in the auditors’ repo
when the change is properly accounted for and adetyudisclosed in the consolidated financial stegets.

LDefoc e § Towcbhe LLP

Independent Registered Chartered Accountants
November 8, 200

PLATINUM GROUP METALS LTD.
(An exploration stage company)
Consolidated Balance Sheets
August 31

200¢ 200t

ASSETS
CURRENT



Cash and cash equivalents 10,066,80 $ 2,750,46.
Marketable securities (market value-$564,000; 208572,375) 210,00( 251,75(
Amounts receivable (Note 3) 394,99: 344,05¢
Prepaid expenses and other 64,14¢ 53,57¢
Total current assets 10,735,94 3,399,84!
PERFORMANCE BONDS 27,36¢ 24,68¢
INVESTMENT IN WESTERN BUSHVELD
JOINT VENTURE (Note 5) 10,830,08 5,770,02
MINERAL PROPERTIES (Note 6) 5,830,79 6,321,52!
FIXED ASSETS (Note 7) 240,25( 189,10t
Total assets 27,664,44 $ 15,705,18
LIABILITIES
CURRENT
Accounts payable and accrued liabilities 2,126,58 $ 1,997,63.
Current portion of capital lease obligation 6,65¢ 5,92¢
Total current liabilities 2,133,24; 2,003,56:
LONG-TERM PORTION OF CAPITAL LEASE OBLIGATION 15,91 22,56¢
FUTURE INCOME TAXES (Note 11) - -
Total liabilities 2,149,15: 2,026,13
SHAREHOLDERS' EQUITY
Share capital (Note 8) 39,798,76 23,513,38
Contributed Surplus (Note 2 (f) and Note 9) 1,785,70! 1,723,19i
Cumulative translation adjustment (658,38)) -
Deficit accumulated during the exploration stage (15,410,80) (11,557,53)
Total shareholders' equity 25,515,28 13,679,05
Total liabilities and shareholders' equity 27,664,44 $ 15,705,18
CONTINUING OPERATIONS (Note 1)
CONTINGENCIES AND COMMITMENTS (NOTE 12)
APPROVED BY THE DIRECTORS:
"R. Michael Jones"
R. Michael Jones, Director
"Frank R. Hallam"
Frank Hallam, Director
See accompanying notes to the consolidated finbstaitements.
PLATINUM GROUP METALS LTD.
(An exploration stage company)
Consolidated Statements of Operations
Cumulative
amount frorn
March 16
Year ended Year endei Year ende: 2000
August 31, August 31 August 31 to August 31
200¢ 200¢ 200¢ 200¢
EXPENSES
$
Amortization 93,90€ $ 75,76C $ 31,76¢  $ 236,48t
Annual general meeting 50,563 33,19¢ 32,12t 146,66¢
Corporate finance fees - - 100,00( 125,00(



Filing and transfer agent fees 49,10¢€ 84,99¢€ 57,75€ 285,47¢
Insurance 28,683 30,84C 13,674 94,401
Mineral property costs written off 1,174,32¢ 974,29/ 1,044,54: 5,107,071
Management and consulting fees 367,891 326,167 322,99¢ 1,495,74¢
News releases, print and mailout 92,281 416,08: 21,93¢ 544,262
Office and miscellaneous 268,707 102,22( 84,36¢ 600,054
Other taxes 3,000 - 6,500 86,76€
Professional fees 266,227 193,76% 130,38¢ 1,070,41¢
Promotion 112,721 130,897 126,46 429,457
Property investigations 850 1,163 4,591 128,254
Rent 100,68t 88,09C 76,61¢ 339,57(
Salaries and benefits 904,38¢ 604,26( 404,93¢ 2,168,481
Shareholder relations 153,22( 75,328 38,09C 703,75¢
Stock compensation expense 110,17¢ 1,283,28¢ 92,881 1,528,39]
Telephone 44,60¢ 45,197 39,53¢ 174,64¢
Travel 271,88 258,12! 231,50° 893,85t
(4,093,21¢) (4,723,66¢) (2,860,67)) (16,158,759
Less interest and other income (Note 1(
235,23t 218,37: 430,10t 1,145,95!
Loss before other items (3,857,98)) (4,505,29) (2,430,56) (15,012,80)
Other items:
Write-down of investment in and
advances to Active Gold Group Ltd.
(Note 4) - 127,48¢ 90,062 242,27¢
(Gain) loss on sale
of marketable securities (5,050) (51,200 - (47,682)
Loss on sale of furniture 343 7,065 - 7,408
Equity in loss of Active Gold
Group Ltd. (Note 4) - - - 187,00(
(4,707) 83,358 90,062 389,001
Loss for the period before income taxes (3,853,279) (4,588,64¢) (2,520,627 (15,401,809
Future income tax recovery - 793,00( 278,00( 1,737,00!
Loss for the period $ (3,853,27.) (3,795,64) $ (2,242,62) (13,664,80)
Basic and diluted loss per share $ (0.08) 010 $ (0.07)
Weighted-average number of
common shares outstanding 47,230,20. 39,194,94 31,640,64
See accompanying notes to the consolidated finbsteieements.
PLATINUM GROUP METALS LTD.
(An exploration stage company)
Consolidated Statements of Shareholders' Equity
From commencement of operations, March 16, 2000, #sugust 31, 2006
Deficit
Flow-through accumulate
Common share  Obligatior special Cumulative during 1
without par value to issui warrants Contributec translatior  exploratior  sharehc
Shares  Amount share Numbe Amouni surplus adjustmer stagt el
Issued for cash 1,395,001% 89,000 % 2,605,000 $ 521,00( $- $ - $- 3 61C
Issued for mineral properties - - 20,00( - - - - 2(C
Net loss - - - - - (39,956 (3¢
Balance, August 31, 20 1,395,001 89,000 20,00C 2,605,000 521,00 (39,956 59(
Issued for cash 3,195,391 1,356,532 - 2,46¢

Issued upon exercise of share purchase warrants
Issued for mineral propertit

,0002 1,100
57,050

210,000

2,383,091

(17,402)

1,107,77

1
3¢



Issued upon exercise of special warrants 2,605,00 521,000 - (2,605,001 (521,000) -
Issued upon exercise of flow through

speC|aI warrant 2,383,090 1,107,771 - (2,383,09) (1,107,77) -
Future income taxes relating to exploration

expenditures applicable to fl-through share - - - - - - - (310,000 (31¢
Net loss - - - - - - - (482,68) (482
Balance at August 31, 2001 9,790,4823,132,453 2,60( - - - - (832,64 2,30:
Issued for cas 6,864,001 1,951,13¢ - - - - - - 1,95:
Issued for mineral properties 102,728 36,509 (2,600 - - - - - 3¢
Issued to acquire New Millennium Metals 5,468,421,310,385 - - - - - - 1,31(
Future income taxes relating to explorat

expenditures applicable to fl-through

shares - - - - - - - (266,000 (26€
Net loss - - - - - - - (1,501,62i) (1,50:
Balance, August 31, 2002 22,225,6326,430,482 - - - - - (2,600,26)) 3,83(
Issuance of flo-through common shares for ce 1,181,34¢ 678,589 - - - - - - 67¢
Issuance of common shares for cash 3,062,500411,342 - - - - - - 1,41:
Issued on exercise of mineral property option (Ntte 571,603 200,061 - - - - - - 20(
Issued on exercise of warral 645,990 233,389 - - - - - - 23t
Issued on exercise of stock options 96,500 35,075 - - - - - - 3t
Issued for mineral properties 47,696 16,140 - - - - - - 1€
Future income taxes relating to exploration

expenditures applicable to fl-through share - - - - - - - (140,000 (14
Stock options granted to consulta - - - - - 42,051 - - 4z
Net loss - - - - - - - (1,748,99) (1,74¢
Balance, August 31, 20( 27,831,267 9,005,07¢ - - - 42,051 - (4,489,25)) 4,557
Issuance of flow-through common shares for cash ,056,000 1,267,200 - - - - - - 1,26°
Issuance of common shares for cash 3,810,2(8/226,590 - - - - - - 3,22¢
Issued on exercise of warrai 1,747,032 1,428,407 - - - - - - 1,42¢
Issued on exercise of stock options 132,000 59,200 - - - - - - 5¢
Issued for mineral properties 10,909 3,600 - - - - - - 3
Future income taxes relating to explorat

expenditures applicable to fl-through share - - - - - - - (346,000 (34¢
Stock options granted to consulta - - - - - 92,881 - - 9z
Net loss - - - - - - - (2,242,62) (2,24
Balance, August 31, 2004 34,587,4154,990,075 - - - 134,93 - (7,077,88) 8,04’
Cumulative effect of change in accounting policyo(® 2 (f)) - - - - - 318,00( - (318,000
Issuance of flo-through common shares for ce 173,267 259,901 - - - - - - 25¢
Issuance of common shares for cash 5,000,0()441,078 - - - - - - 5,44:
Issued on exercise of warrants 2,469,949,272,462 - - - - - - 2,27:
Issued on exercise of stock options 903,000 521,873 - - - (13,029 - - 50¢
Issued for mineral propertit 25,000 28,000 - - - - - - 2¢
Future income taxes relating to exploration

expenditures applicable to fl-through share - - - - - - - (366,000 (36¢
Stock options granted - - - - - 1,283,28! - - 1,28:
Net loss - - - - - - - (3,795,64) (3,79¢
Balance, August 31, 2005 43,158,6823,513,389% - ° $ - $ 1,723,190 $ - $(11,557,53) 13,67¢
Issuance of common shares for ¢ 9,500,00C 14,898,65¢ - - - - - - 14,89¢
Issued on exercise of warrants 843,047,181,305 - - - - - - 1,18:
Issued on exercise of stock options 164,500 165,418 - - - (47,669 - - 117
Issued for mineral propertit 25,000 40,000 - - - - - - 4C
Stock options granted - - - - - 110,17¢ - - 11
Translation adjustment - - - - - - (658,38)) - (65¢
Net loss - - - - - - - (3,853,27) (3,85:
Balance, August 31, 2006 53,691,178%$39,798,768% - - $ - $ 1,78570" $ (658,38) $(15,410,80) $ 25,51!

See accompanying notes to the consolidated finbsteieements.

PLATINUM GROUP METALS LTD.

(An exploration stage company)
Consolidated Statements of Operations

Cumulative

amount fron

Year endec Year ende Year ende March 16, 200
August 31 August 31 August 31 to August 31
200¢ 200¢ 200< 200¢
OPERATING ACTIVITIES
Loss for the year $ (3,853,27) $ (3,795,64) $ (2,242,62) $ (13,664,80)

Add items not affecting cash



Amortization 93,90¢ 75,76( 31,76¢ 236,48!
Loss on sale of capital assets 343 7,06t - 7,40¢
Equity in loss of Active Gold Group Ltd. - - - 187,00(
Write-down of investment in and
advances to Active Gold Group Ltd. - 127,48t 90,06: 242.27"
Future income tax recovery - (793,00() (278,001 (1,737,00i)
(Gain) loss on disposal
of marketable securities (5,050 (51,200 - (47,687
Mineral property costs written off 1,174,32! 974,29: 1,044,54. 5,107,07:
Finders fee received in shares (Note 4.b) - - - (100,001
Gain on sale of mineral property - - (240,001 (240,001
Non-cash share compensation expense 110,17¢ 1,283,28! 92,88! 1,528,39
Net change in non-cash working
capital (Note 13) 123,31 (419,95 333,54: 54,45¢
(2,356,26) (2,591,900 (1,167,83) (8,426,39)
FINANCING ACTIVITIES
Performance Bonds (2,679 (13,399 (11,299 (27,369)
Issuance of common shares 16,197,71 8,482,29 5,981,39 36,349,94
Issuance of flow-through special warrants - - - 1,107,77.
Issuance of special warrants - - - 521,00(
16,195,03 8,468,89 5,970,10! 37,951,35
INVESTING ACTIVITIES
Costs to acquire New Millennium Metals - - - (231,32Y)
Acquisition of capital assets (145,39) (160,17) (105,099 (482,909
Sale of capital assets - 2,45¢ - 2,45¢
Acquisition cost of mineral properties (167,56 (219,989 (174,69) (1,425,36)
Exploration expenditures (476,03) (2,286,73) (1,769,44) (7,428,15)
Investment in and advances to Joint Venture (5,780,241 (2,888,97i) (1,234,44) (9,903,67)
Investment in and advances to Active Gold Group Ltd - 3,71z (90,067) (246,67))
Proceeds on sale of marketable securities 46,80( - - 257,48
(6,522,43) (5,549,70) (3,373,74) (19,458,16)
Net increase in cash and cash equival 7,316,34! 327,28! 1,428,52 10,066,80
Cash and cash equivalents, beginning of year 2,750,46: 2,423,17 994,65( -
Cash and cash equivalents, end of year 10,066,80 $ 2,750,46. $ 2,423,177 $ 10,066,80

SUPPLEMENTARY INFORMATION ON NON-CASH INVESTING ANOFINANCING ACTIVITIES:
()  During the year ended August 31, 2006, the Gamny issued 25,000 common shares with a value@D$d in connection with

the acquisition of mineral properties.

(i)  During the year ended August 31, 2005, thenpany issued 25,000 common shares with a valug&b®0 in connection with

the acquisition of mineral properties.

(i) During the year ended August 31, 2005 tharpany acquired 1,407,069 shares of Active Gold @idd. (Active Gold")
from six of Active Gold's founding shareholderd,cdlwhom are at arm's length to the Company, ichexge for 399,999
shares of Sydney Resource Corporation, paid franCibmpany's holdings of that security. Subsequepear end, Sydney
Resource Corporation was reorganized and named Tifastins Mining Inc. As Active Gold is estimatedhave
nominal value, the tranaction was entered intdHerpurpose of preserving existing business reialips. The
Company therefore recorded the exchange as an sxpen

(iv) During the year ended August 31, 2004, thenPany issued 10,909 common shares with a valu8,609 in connection with

the acquisition of mineral properties.

(v) During the year ended August 31, 2004, the gamy received marketable securities with a faingalf $33,750 relating to the

recovery of mineral properties' costs.

(vi) During the year ended August 31, 2004, thenPany received 1,200,000 shares of Sydney Res@uoge with
a value of $0.20 per share in exchange for saeldf0-percent interest in the Company's SimlocleGrBritish Columbia
gold project and the termination of the earn-iruisgments under a related option agreement.



SUPPLEMENTARY INFORMATION ON CASH FLOWS:
No interest or income tax expenses were paid duhegeriods disclosed.

See accompanying notes to the consolidated finbsteieements.




Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

1. CONTINUING OPERATIONS

The Company is a British Columbia corporation impmyated on February 18, 2002 by an order of thee®np Court of Britis
Columbia approving an amalgamation between Plati@noup Metals Ltd. (“Old Platinum”and New Millennium Meta
Corporation (“New Millennium”). The Company is an exploration company conductingkwem mineral properties it h
staked or acquired by way of option agreementscjadly in Ontario, Canada and the Republic of &oAfrica. The Compar
has not yet determined whether its mineral propgrtiontain ore reserves that are economically sxeble. The Compal
defers all acquisition, exploration and developmeosts related to mineral properties. The recovlisabf these amounts

dependant upon the discovery of economically rewle reserves, the ability of the Company to abtidie necessa
financing to complete the development of the priypeand future profitable production, or alternatiy upon the Company’
ability to dispose of its interests on an advantagebasis.

These financial statements have been preparecardance with Canadian generally accepted accauptinciples applicab
to a going concern, which presumes the realizaifassets and discharge of liabilities in the ndrooairse of business for 1
foreseeable future. The Company has incurred losses inception and does not currently have thearitial resources
sustain operations in the long-term. The Compauayility to continue as a going concern is depahdpon its ability in th
future to achieve profitable operations and, inftieantime, to obtain the necessary financing tot ieebligations and rep
its liabilities arising from normal business opéras when they become due. External financing, grédately by the issuan
of equity to the public, will be sought to finantte operations of the Company; however, there iagsurance that sufficie
funds can or will be raised.

These financial statements do not include any &djists to the amounts and classification of assadsliabilities that migl
be necessary should the Company not be able tthoerdis a going concern. If the going concern baais not appropriate f
these consolidated financial statements, then fgigni adjustments would be necessary to the aagryalues of assets ¢
liabilities, the reported expenses, and the balaheet classifications used.

2. SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared dordence with Canadian generally accepted accaurpiinciple:
(“Canadian GAAP")and include the significant policies outlined beldvihese policies conform, in all material respewiih
accounting principles generally accepted in thetdéthStates of America (“US GAAP"§xcept as described in Note 15 to ti
consolidated financial statements.

@) Basis of Presentation and principles of consolidati

The financial statements of entities which are milgd by the Company through voting equity intéresferred to &
subsidiaries, are consolidated. Variable interasties (“VIES”), which include, but are not limited to, special pusg
entities, trusts, partnerships and other legalctires, as defined by the Accounting Standards doaAccounting
Guideline 15, “Consolidation of Variable Interesttiies”, are entities in which equity investors do not halve
characteristics of a “controlling financial intetes

See accompanying notes to the consolidated finbstaitements.




Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(@)

(b)

(©)

(d)

Basis of Presentation and principles of consolidaticontinued)

or there is not sufficient equity at risk for thetigy to finance its activities without additionalibordinated financi
support. VIEs are subject to consolidation by thienary beneficiary who will absorb the majority dfe entities’
expected losses and/or residual returns.

These consolidated financial statements include abeounts of the Company and its whadhned subsidiar
Platinum Group Metals (RSA) (PTY) Ltd. (“PTM RSA®TM RSA holds mineral rights and conducts operatim
the Republic of South Africa. All significant inmpany balances and transactions have been eladingol
consolidation.

The Companys 37% working interest in the Western Bushveld tJdi@nture (Note 5) is recorded using the ec
method.

Mineral properties and deferred exploration costs

Mineral properties consist of exploration and mgniconcessions, options and contracts. Acquisidiod leaseho
costs and exploration costs are capitalized unthgime as the property is put into productiordimposed of eith
through sale or abandonment. The estimated valuelt properties are assessed by management oaréedy basi
and if the carrying values exceed estimated reablervalues, then the properties are written dawfait value. If pu
into production, the costs of acquisition and ergtion will be amortized over the life of the profyebased on tf
estimated economic reserves. Proceeds receivedtfrersale of any interest in a property will fiogt credited agair
the carrying value of the property, with any excestuded in operations for the period. If a prdpés abandoned, tl
property and deferred exploration costs are writtio operations.

Cash and cash equivalents

Cash and cash equivalents consist of cash and-tgnortmoney market instruments, which are readilyvectible tc
cash and have original maturities of 90 days @.les

Marketable securities and investments
Marketable securities are recorded at the loweost or market value.

Investments where the Company has the ability srase significant influence, generally where th@mrpany has
20% to 50% equity interest, are accounted for uiegequity method. Under this method, the Comjzmslyare of tr
investees earnings or losses is included in operations idhvestments therein are adjusted by a like arh
Dividends received from these investments areitg@do the investment accounts.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

()

(f)

Marketable securities and investments (continued)

Other longterm investments are accounted for using the ceshad, whereby income is included in operationsn
received or receivable.

Provisions for impairment of long term investmeate made, where necessary, to recognize othertémaporan
declines in value.

Fixed assets

Fixed assets are recorded at cost and are amodiiztte declining balance basis at the followingued rates:

Computer equipment 30%
Computer software 30%
Office furniture and equipment 20%

Stock-based compensation

Effective September 1, 2004, the Company adoptedaifmended recommendations of the Canadian Instit
Chartered Accountants (“CICA”) Handbook Section @8Btock-based Compensation and Other Stmade
Payments Under the amended standards of this sectiorfathgalue of all stockbased awards granted are estim
using the Blackscholes model and are recorded in operations dwar vesting periods. The compensation
related to stock options granted after Septemb20Q4 is recorded in operations.

Previously, the Company provided note disclosurprofforma net earnings and pro forma earningspare as if tr
fair value based method had been used to accourghfire purchase options granted to employees;tdiseans
officers after September 1, 2002. The amendedmwewndations have been applied retroactively frompteSeber 1
2002 without restatement of prior periods. Assule as of September 1, 2004, the deficit waseiased by $318,0C
contributed surplus was increased by $304,977 shade capital was increased by $13,023 for shaiehpse optior
granted in prior years and exercised in Fiscal 2005

The total compensation expense recognized in #teraent of operations for share purchase opticasted in Fisci
2006 to employees and directors amounted to $16QA005 - 4,283,289). Had the same basis been applied te
purchase options granted in 2004, net earningsduaaNe been as follows:
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f)

(9)

(h)

(i)

Stock-based compensation (continued)

2004
Net loss $ 2,242,622
Additional compensation expense 241,00
Pro forma net loss $ 2,483,62
Pro forma basic and diluted loss per share $ (0.0¢

For the year ended August 31, 2004, stbaked compensation expense was determined usimgtian pricing mode
assuming no dividends are to be paid, a weightedage volatility of the Company’share price of 200%, an anr
risk free interest rate of 3.97% and expected lnk8.47 years. The weighted average fair valushare purcha
options granted in 2004 was $1.04 per share.

Please refer to Note 8 (c) for a summary of stopkions granted in the current period and the rdlataluatior
assumptions.

Income taxes

Future income taxes relate to the expected futaxeconsequences of differences between the cargmimgunt o
balance sheet items and their corresponding taxesaFuture tax assets, if any, are recognizedtortlye extent the
in the opinion of management, it is more likely rthaot that the future income tax assets will bdized. Futur
income tax assets and liabilities are adjustedhfereffects of changes in tax laws and rates ownlde of enactment
substantive enactment.

Earnings (loss) per common share

Basic earnings per share are calculated using #dighted average number of common shares outstgnehetuding
contingently returnable shares held in escrow.

The Company uses the treasury stock method focdhmulation of diluted earnings per share. Dilugssinings pe
share are computed using the weighted average muhlsemmon and common equivalent shares outstgrdliming
the year. Common equivalent shares consist ofrtbeeinental common shares arising upon the assurezdige o
stock options and warrants, or the return of cagstrily returnable shares, but are excluded fromctiveputation i
their effect is anti-dilutive.

Financial instruments

The fair values of cash and cash equivalents, atsorgteivable, accounts payable and capital les&éigatior
reflected in the balance sheet approximate thepeetive carrying values. The fair value of markktasecurities
disclosed on the balance sheet.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
0] Financial instruments (continued)

Price risk is the risk that the value of the Comparfinancial instruments will vary from fluctuations foreigr
exchange rates and the degree of volatility ofdhedes. The Company does not use any derivatsteuments t
reduce its exposure to fluctuations in foreign exaie rates.

()] Measurement Uncertainty

The preparation of financial statements in confeymiith generally accepted accounting principlegjuises
management to make estimates and assumptionsffibiett the reported amount of assets and liabiliéied disclosul
of contingent liabilities at the date of the fin&@icstatements, and the reported amounts of expeedi during th
reporting period. Significant items where managefsejudgement is applied include provisions for logsand th
estimated recoverable amount of assets, depratjatioome tax provisions, contingent liabilitiegyak compensatic
and asset retirement obligations. Actual resultdctdiffer from those estimates.

(K) Reclamation and closure costs

The Company recognizes the estimated fair valukabilities for asset retirement obligations indlugl reclamatio

and closure costs in the period in which they amiired. A corresponding increase to the carryimgunt of th

related asset is recorded and depreciated ovelifeh®f the asset. The amount of the liability isbgect to re-
measurement at each reporting period and is adcosfer time to the estimated asset retirement atitig ultimatel

payable through charges to operations.

The estimates are based principally on legal agdlatory requirements. It is possible that the Canys estimates
its ultimate reclamation and closure liabilitiesultb change as a result of changes in regulatidmes, etxtent ¢
environmental remediation required, changes inrnteldgy and the means and cost of reclamation.

3. AMOUNTS RECEIVABLE

Aug 31, 2006 Aug. 31, 200!

Advances receivable $38,401 $15,786

Due from related parties (Note 10 (b) and (c)) 55,087 53,300

Goods and services tax recoverable 22,519 7,799

South African value added tax ("VAT") recoverable 241,462 263,466

Interest receivable 37,524 380

Other - 3,328

$394,993 $344,059

Advances receivable consist of funds advanced fioeo$, directors and consulting geologists forlexation and corpora
activities conducted in the normal course of bussrend bear no interest.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

4.

INVESTMENTS

(@)

(b)

(©)

Active Gold Group Ltd.

At August 31, 2003 the Company held 1,461,905 shé26.79%) of Active Gold Group Ltd. at a cost 468,327
Active Gold was a private corporation founded by @ompany that attempted to acquire and develap galjects i
South Africa. Active Gold failed to achieve a gesting license for its Rooderand Gold Project &l project we
abandoned. The Company is now defunct. AdvangésdbCompany to Active Gold in the normal courfbusines
during 2003 amounted to $45,487 and in 2004 amduot&90,062. In 2003 the Company wrote off itgestment il
and advances to Active Gold after recognizing gsi® in that company losses. Advances in 2004 were writter
in the year they occurred.

On September 30, 2004 the Company acquired 1,497sB@res of Active Gold from six of its other foimg
shareholders, all of whom were at asméngth to the Company, in exchange for 399,9%resh (market valt
$131,200) of Sydney Resource Corporation (now Wasmins Mining Inc. or “WTM”), paid from the Compgte
holdings of that security (see Note 4 (c)). As &etGold was of nominal value, the transaction waered into for th
purpose of preserving existing business relatigpshiPTM, therefore, recorded the exchange as aense c
$131,200.

MAG Silver Corporation

In 2003 the Company earned a finders’ fee of 20D fitares of MAG Silver Corporation (“MAG”g company wit
one director and one officer in common with the @amy, with an assigned value of $0.50 per sharénfosducing
MAG to certain individuals and mineral propertiesdted in Mexico. During 2003 the Company sold @00,of thes
shares for proceeds of $67,630. The remaining DOOMAG shares owned by the Company had a markeeva
$300,000 at August 31, 2006 and are included irketable securities.

Sydney Resource Corporation

In 2002 New Millennium granted Sydney Resource Gmpon (“SYR”),a company with two directors in comn
with the Company, an option to earn a 50% inteiredew Millennium’s 100% owned Simlock Creek gold proj
located in the Cariboo Mining District of Britishoimbia. On December 2, 2003 the Company and S)fRed t
terminate the Option and the Company then solghtbperty to SYR outright in exchange for 1,200,86@res of SY
at a value of $0.20 per share. At August 31, 20@5Company held 800,001 SYR shares with an agtgegst o
$160,000. Market value for these 800,001 shareBuafust 31, 2006 was $264,000. The shares are iedlc
marketable securities. Subsequent to year end@&&Rreorganized and named West Timmins Mining Inc.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

5. Investment in Western Bushveld Joint Venture (the WBJV”)
2006 2005

Opening Balance $5,770,02 $1,234,44
Additional investment ar

advances 5,718,44¢ 4,535,57:
Translation adjustment (658,381 -
Share of net loss - -
Ending Balance $10,830,08 $5,770,02

Details of the assets of the WBJV excluding thepprty rights contributed by the other venturesaaréollows:

Year ended August 31, 2006

SOUTH AFRICA

2006 2005
Acquisition costs
of mineral rights
Balance, beginning of year $1,804,92¢ $292,48C
Incurred during year 93,367 1,512,44¢€
Translation adjustment (112,501 -
Balance, end of year $1,785,792 $1,804,92¢
Deferred exploration costs
Balance, beginning of year 3,965,094 941,969
Assays and geochemical $756,77C $121,495
Drilling 4,554,92¢€ 1,744,881
Geological 1,557,563 459,855
Geolophysical 12,725 11,529
Site administration 661,430 670,940
Travel 68,811 14,425
11,577,31¢ 3,965,094
Less other venture's interest (2,613,778 -
Translation adjustment (545,880 -
Balance, end of year $8,417,661 $3,965,094
Due from other venturer's $626,635 $-
$10,830,088 $5,770,020

From inception of the joint venture to August 3008 there have been no material earnings or lassall activities of the joint ventt
have been in connection with acquiring mineral tsggnd exploring the properties for minerals.

On October 26, 2004 the Company entered into d ja@nture with Anglo American Platinum Corporatibimited and Africa Wid
Mineral Prospecting and Exploration (Pty) Limitethg “WBJV”) to pursue platinum exploration and development omhbnec
mineral rights covering 67 square kilometres on Western Bushveld Complex of South Africa. Thensaction closed effecti
January 26, 2005. The Company contributed all ofriterests in portions of the farms Onderstep8834Q and Elandsfontein 102
(see (ii) (1) and (ii) (2) below). Anglo Platinunorributed its interests in portions of the farmseoesfontein 94JQ, Elandsfon
102JQ and Frischgewaagd 96JQ. The Company and Atgtmum will each own an initial 37% working inést in the WBJV, whil
Africa Wide will own an initial 26% working interesAfrica Wide will work with local community groupin order to facilitate the
inclusion in the economic benefits of the WBJV ieas such as training, job creation and procurement



Page 9




Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

5. Investment in Western Bushveld Joint Venture (the WBJV”) (continued)

The Company was required to operate and fund alo@tipn program in the amount of Rand 35 milli@d($6.44 million at Augu
31, 2005) over five years in order to earn its 3irerest in WBJV. As of April 2006 this requirememtd been completed. Af
Rand35 million in expenditures were funded by PTiV parties are required to fund their portionwttier expenditures in excess
Rand 35 million pro-rata based on their workingeiest in the WBJV.

Once a bankable feasibility study has been congblegtee respective deemed capital contribution ahegarty will be credited t
adding their contribution of measured, indicatedd @nferred PGE ounces from the contributed progertomprising the WBJ'
determined in accordance with the South African S¥MC code. Inferred ounces will be credited at US$(er ounce, indicat
ounces will be credited at US$3.20 per ounce anasored ounces will be credited at US$6.20 per aubaeh party will then have t
opportunity to contribute additional capital in erdo catch up any resulting shortfall in their tdouted capital and thereby maint
their respective working interest in the JV. Shoalldarty not wish to participate, the JV agreenpeavides a mechanism whereby
parties may elect to become “non-contributory”ite 9V and by doing so they would be subject tatidifu

The Company has concluded that it has significafiténce over the operations of WBJV but not jataintrol and is therefo
recording the investment using the equity method.

The initial exchange of the Company’s gnésting interests in the Elandsfontein and Onegisbrt properties for the interest in WE
has been recorded at cost as it represents a noatamp exchange. The balance paid to date unéeCtdmpanys commitment t
spend up to Rand 35 million in exploration costs aigo been recorded as a cost of the investment.

Prior to August 31, 2006 the Company and WBJV pidints Anglo Platinum Limited and Africa Wide Ming had approved a 20
cash budget for the WBJV totalling Rand 29,712 eqfproximately Cdn $4.59 million at August 31, 2R0&ach party is to fund th
pro+ata share of the approved budget by way of theparate cash calls. At August 31, 2006 Anglo Rleti was due to contribt
Rand 975,276, which was subsequently contributédAugust 31, 2006 Africa Wide was due to contribirand 3,101,731, (C
$498,798) which amount was still outstanding atoDet 24, 2006. The joint venture does not mairgajparate records and all recel
disbursements and net assets excluding propertyilmored by other venturers are recorded in thends of and disbursed by
Company on behalf of the joint venture. Of the 8B,584 in accounts payable at August 31, 2006, ranuat of $1,850,0(
(approximately Rand 12 million) was incurred on &lébf the WBJV.

As a result, effective May 31, 2006 the Companyctuhed that the functional currency of WBJV was i South African Rand
expenditures in the WBJV were principally beingumed in Rand and funded by advances from the versgwhich were denominat
in Rand. The Company therefore considers its equoigstment in the WBJV to be self sustaining antianslates its share of |
equity of WBJV using the current rate method withnslation gains and losses included in cumulatigaslation adjustment a:
separate component of shareholder equity.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

(@)

(b)

Investment in Western Bushveld Joint Venture (the WBJV”) (continued)

Elandsfontein interest

In December 2002 the Company acquired an optiggutohase 100% of the surface and mineral righB®64 hectart
of the farm Elandsfontein 102 JQ located in the esBushveld area. The Company made an initiahyeay to th
Vendors of Rand 150,000 (approx. C$29,500) andeai@ terms for the purchase of both mineral amthse rights.

The Company exercised its option to purchase taadsfontein property by way of written notice omd6, 2003. .
dispute arose with the Vendors as to the purchése pnd the matter was referred for Expert Deteatidbn as provide
for in the option agreement.

In 2005 the Company and the Vendors reached agreemeereby the Company purchased all surface aménai right:
to the property in exchange for Rand 7.0 millianSeptember 2005 the Company was granted a “NewrOpdospectin
permit under the new Mineral and Petroleum Resaub@Evelopment Act (2002) over the Elandsfonteirpprty.

Onderstepoort interest

During 2003 the Company entered into three optigreements to acquire mineral rights on seven pwtmomprisin
approximately 1085 hectares of the farm Ondersteé@®JQ located in the Western Bushveld. The Compaay ear
100% of the mineral rights over 647 hectares artd 50 the mineral rights over the balance of 438téres. To earn i
interests the Company must make aggregate prospeatid option payments over time to the vendorRarid 12.4
million (approximately C$2.24 million) ending Ap2i008. Of this amount Rand 834,000 has been gaiding 2004 th
Company was granted Old Order prospecting pernmtéive portions of the farm. In 2005 the Compangswgrante
New Order prospecting permits on the remaining taran portions. Certain portions covering 569 ha subject to th
vendors right to participate as to a 7.5% workingliest, or to convert 1% NSR royalty, which therany may buy-
back for Rand 5,000,000 (approximately C $900,000).
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

6. MINERAL PROPERTIES

Year ended August 31, 2006

Tweespalk War Springs Lakemount LDI River Shelby Lake Other Total
Acquisition costs
of mineral rights
Balance, beginning of year $23,213 $103,832 $136,773 $540,532 $307,345 $248,858 $1,360,552
Incurred during year 8,622 8,658 84,800 5,000 - 100,481 207,561
Less amounts written off - - - - - (339,339 (339,339
Balance, end of year $31,835 $112,490 $221,573 $545,532 $307,345 $10,000 $1,228,77E
Deferred exploration costs
Assays and geochemical $- $63,788 $301 $- $- $- $64,089
Drilling - 150,334 - - - - 150,334
Geological 675 215,444 6,767 425 425 5,001 228,738
Geophysical - 995 - - - 2,210 3,205
Maps, fees and licenses - - - 128 - 128 256
Site administration - 4,973 10,468 - - 195 15,636
Travel - 11,265 1,502 - - 1,007 13,774
675 446,799 19,038 553 425 8,541 476,032
Balance, beginning of year 813,434 1,632,760 1,079,611 215,391 391,546 828,234 4,960,976
Less amounts written off - - - - - (834,986 (834,986
Balance, end of year $814,109 $2,079,55¢ $1,098,64¢ $215,944 $391,971 $1,789 $4,602,022
Total Mineral Properties $845,944 $2,192,049 $1,320,222 $761,476 $699,316 $11,789 $5,830,797
Year ended August 31, 2005
Tweespalk War Springs Lakemount LDI River Shelby Lake Other Total
Acquisition costs
of mineral rights
Balance, beginning of year $13,054 $86,986 $65,188 $540,532 $307,345 $594,120 $1,607,225
Incurred during year 10,159 16,846 71,585 - - 204,398 302,988
Less recoveries - - - - - (55,000 (55,000
Less amounts written off - - - - - (494,660 (494,660
Balance, end of year $23,213 $103,832 $136,773 $540,532 $307,345 $248,858 $1,360,552
Deferred exploration costs
Assays and geochemical $14,230 $306,401 $20,108 $- $- $113,024 $453,763
Drilling - 458,680 1,300 - - 519,886 979,866
Geological 91,147 283,859 119,241 39 885 94,221 589,392
Geophysical 2,551 9,352 5,678 - - 134,942 152,523
Maps, fees and licenses - 187 8,752 - - 3,022 11,961
Site administration 98 17,496 13,873 - - 10,637 42,104
Travel 2,328 9,584 16,055 44 - 29,114 57,125
110,354 1,085,559 185,007 83 885 904,846 2,286,734
Balance, beginning of year 703,080 546,895 894,604 215,308 390,661 403,328 3,153,876
Less amounts written off - - - - - (479,634 (479,634
Balance, end of year $813,434 $1,632,454 $1,079,611 $215,391 $391,546 $828,540 $4,960,97¢
Total Mineral Properties $836,647 $1,736,286 $1,216,384 $755,923 $698,891 $1,077,398 $6,321,529
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

6. MINERAL PROPERTIES (continued)

@) Republic of South Africa

(i)

War Springs and Tweespalk

On June 3, 2002, the Company entered an optiorergnet whereby it may earn a 100% interest in tB8€
hectare War Springs property and the 2,177 hedtamsespalk property both located in the Northern fion
Platreef area of the Bushveld Complex north of dakaburg. Acquisition and exploration costs ond
properties to August 31, 2006 total $3,037,933 (#aid1, 2005 - $2,572,933).

The Company may purchase 100% of these mineratsrigthany time within three years from the grans
prospecting permit on each property for US$475hgetare in year one, or US$570 per hectare intyesroi
US$690 per hectare in year three. The Company aisstpay prospecting fees to the vendors of US$2él
hectare in year one, US$2.75 per hectare in yearamd US$3.25 per hectare in year three. Old (
prospecting permits were granted to the Companiugust 2003 for the Tweespalk property and Febi
2004 for the War Springs property. The vendorsimetal% NSR Royalty on the property, subject tc
Company'’s right to purchase the NSR at any timelU8$1.4 million. A 5% findersfee applies to vend
payments.

Under the new Mineral and Petroleum Resources Dpuaknt Act (2002), which became effective in |
2004, Old Order permits must be converted into Nbedeer permits during a transition period. Thisqass i
underway for the War Springs and Tweespalk propertiThe June 3, 2002 option agreement provide
amendments as may be needed to maintain the pertiee same commercial position as they were et
the preceding mineral legislation and such amenthsreme yet to be completed.

Black Economic Empowerment groups Africa Wide MaleProspecting and Exploration (Pty) Limited
Taung Minerals (Pty) Ltd. each have been grantelb% interest in the War Springs project carrie
bankable feasibility. The Company’s retains a#@8t project interest.

Africa Wide also has a 30% participating interesthie Tweespalk property. The Company has notdech:
receivable for Africa Wides share of costs to date, which at August 31, 20@6calculated to be $253,7
(August 31, 2005 -350,994). The Company expects that Africa Widé el able to fund their share of cc
in the future and amounts recovered from Africa 8l be treated as a reduction of costs relatmghe
Tweespalk property.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

6. MINERAL PROPERTIES (continued)

(b) Ontario

(i)

(ii)

(iii)

Agnew Lake

The Company has earned a 99% interest in certaimsllocated near Sudbury, Ontario known as theeiy
Lake property subject to a 2% royalty interest fégeo the original vendor. The Company optionee
Agnew Lake property to Pacific Northwest Capitalr@wration (“PFN")on June 18, 2000. On June 22, 2|
the Company and PFN optioned their property interée Kaymin Resources Limited (“Kaymin”jg
subsidiary of Anglo American Platinum Corporatioimited. At August 31, 2004, the Company had dixe
performed $512,265 worth of exploration work andised further work of approximately $3,140,805 t
performed through the joint venture arrangemenh WiEN and Kaymin. At August 31, 2005 the projeet
not active and the Company wrote off its remainingestment in the property amounting to $276,
Kaymin has vested as to a 26.17% interest in tlopegsty in accordance with the terms of their of
agreement. PFN has terminated their option optbperty and retains no working interest.

Lakemount

On November 6, 2003 the Company acquired an ogtoearn up to a 62% interest in the 3,017 he
Lakemount property located near Wawa, Ontario. Toeenpany may earn up to a 51% undivided proj
interest by completing $2.5 million in explorati@and development expenditures ($1,098,649 incuro
August 31, 2006) and by making staged paymentdlitgte$150,000 ($75,000 paid) and 150,000 com
shares (50,000 issued) by December 31, 2008. Thep@wmy may acquire an additional 11% interest i
property by making a payment of $3.3 million to anderlying holder. The property is subject to I
royalties ranging from 1.5% to 3.0% and a net saigalty on precious stones of 1.5%, subject to-butyanc
buy-down provisions.

Lac des lles River

On May 5, 2000, New Millennium entered into an optagreement to acquire a 50% interest in the lea
lles River property in exchange for payments of ,$88 over three years (paid) and the completic
exploration expenditures in the amount of $1,000,00@er five years, $548,952 of which has been imzlitc
August 31, 2006. The option agreement was amenaleabdy 27, 2005 to allow the Company an addit
three years, to May 5, 2008, to meet its explommi@mmitments in exchange for making annual
payments of $5,000 to May 5, 2008 and undertakingninimum of $50,000 in annual explorat
expenditures.

After year end, on October 6, 2006, the Companythadroperty vendors entered into a terminatiah sail¢
agreement whereby the option agreement as
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

6. MINERAL PROPERTIES (Continued)
(b) Ontario (continued)
(iii) Lac des lles River (continued)

amended was cancelled and the Company purchasatanded 100% interest in the property subjecyda
an underlying 1.0% Net Smelter Return Royalty gedrtb an underlying vendor. The Company also gd
the property vendors an additional 1.0% Net SmdReturn Royalty, with buy back provisions for
Company, on the same terms and conditions asdhé&td underlying royalty and made a dimee payment ¢
$50,000 in lieu of past and future exploration exgigire commitments not incurred.

(iv) Moss Lake

On August 5, 2004 the Company optioned a 100% prppeterest in the Moss Lake property for optic
cash payments of $85,000 over 3 years ($25,000 paitl optional share payments of 40,000 commores
over 3 years. The property is subject to an undegl$% NSR Royalty, from which the Company may buy-
back 2.0% at a price of $500,000 per dradf- percentage point bought back. The Companyitextad thi
Moss Lake option as of August 31, 2006 resulting imrite-off of $158,855.

(v) South Legris

In April 2000 the Company acquired an option tonear50% interest in 261 mineral claims located
Thunder Bay, Ontario known as the South Legris @rigpin exchange for cash payments of $98,300 |
and the expenditure of $1,000,000 ($492,330 indyrire exploration expenditures within 5 years of that
of the agreement. The Company terminated the optic2004 and $587,369 in deferred costs relateithd
property were written off at August 31, 2004. Theuth Legris Option Agreement was later amende
January 27th, 2005 to allow the Company an addititiree years to meet its exploration commitmén
exchange for making annual cash payments of $5t008pril 10, 2008 and undertaking a minimurnr
$50,000 in annual exploration expenditures.

After year end, on October 13, 2006, the Compardstae property vendors entered into a terminatiod
sale agreement whereby the option agreement asdachemas cancelled and the Company purchas
undivided 100% interest in the property subjectyoid an underlying 1.0% Net Smelter Return Roy
granted to an underlying vendor. The Company alsmtgd the property vendors an additional 1.0%
Smelter Return Royalty, with buy back provisionsttee Company, on the same terms and conditiotisa
for the underlying royalty and made a dirae payment of $50,000 in lieu of past and futaxploratior
expenditure commitments not incurred.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

6. MINERAL PROPERTIES (Continued)

(b)

(©)

(d)

Ontario (continued)

(vi)

(Vi)

Seagull

On September 24, 2004 the Company acquired anrofiiearn up to a 70% interest in the Seagull ptg
located in the Nipigon region of Ontario. The Compeacould earn an initial 50% property interest
completing certain exploration expenditures anchgaayments over 5 years. The Company could ee
additional 20% property interest by completing akable feasibility study and providing or arrang
production financing. The Company terminated thagb# option as of February 28, 2006 resulting inrde-
off of $785,288.

Shelby Lake

On June 28, 2000, New Millennium entered into afioopagreement to earn up to 60% interest in thaltsy
Lake property, located in the Lac des lles areaedrm a 50% interest the Company was required ke roas|
payments of $10,000 (paid), issue 30,303 sharegad@® and complete $500,000 in exploration experat
over a fouryear period. To August 31, 2006 the Company hadried costs of $565,869 and elected u
the option agreement to form a 50/50 joint ventuiia the property vendor. Amounts already spenthz
Company in excess of $500,000 where repayableet@€timpany by the property vendor, or would be &p
to dilute the vendor’s working interest in the pedy.

After year end, on October 18, 2006, the Compamlythe property vendor entered into a terminatiosh sl
agreement whereby the option agreement was cadcatid the Company purchased an undivided !
interest in the property for a otime payment of $5,000 subject only to an undedyt0% Net Smelt
Return Royalty, of which the Company may buy back balf for $500,000.

Write-down of mineral properties

During the year the carrying values of certain mahgroperties of the Company were determined tonfygaired
resulting in a write-off in the amount of $1,174532005 - $974,294)

Title to mineral properties

Although the Company has taken steps to verife tidl mineral properties in which it has an interéstaccordanc
with industry standards for the current stage qfl@vation of such properties, these proceduresataynarantee tt

Company'’s title. Property title may be subject tragistered prior agreements and mompliance with regulato
requirements.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

7. FIXED ASSETS
August 31, 2006
Accumulated  Net Book
Cost Amortization Value
Computer equipment and software $ 316,385 $ 164,931 $ 151,454
Leasehold improvements 29,907 15,894 14,013
Office furniture and equipment 120,471 45,688 74,783
$ 466,763 $ 226,513 $ 240,250

August 31, 2005
Accumulated  Net Book

Cost Amortization Value

Computer equipment and software $ 223,983 $ 103,650 $ 120,333
Leasehold improvements $ 22,970 $ 7,345 $ 15,625
Office furniture and equipment 75,418 22,268 53,150
$ 322,371 $ 133,263 $ 189,108

8. SHARE CAPITAL

(@)

(b)

Authorized

Unlimited common shares without par value

Issued and outstanding

At August 31, 2006 there were 53,691,178 sharestanding.

During the year ended August 31, 2006:

(i)

(ii)

(iii)

(iv)

the Company issued 25,000 common shares in coonewith the acquisition of mineral properties daa
value of $40,000.

843,047 share purchase warrants were exerciseordoeeds of $1,181,305 and 164,500 stock options
exercised for proceeds of $117,750.

the Company closed ndorokered private placements for 2.2 million unitsagrice of $1.45 per unit. Ec
unit consisted of one common share and one halhan share purchase warrant, with each whole w
exercisable into a common share at a price of $fhi7& period of 18 months until April 131, 2007. Filin
fees of $7,000 and a finder's fee of $45,704 relabethis financing were paid by the Company irhcas

The Company closed a ndmekered private placement for 1.7 million unitsagtrice of $1.45 per unit. Ec
unit consisted of one common share and one halhamn share purchase warrant, with each whole w
exercisable into a common share at a price of $fbi78 period of two years until March 6, 2008lirfg fees
of $7,532 related to this financing were paid by @ompany in cash.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

8. SHARE CAPITAL (Continued)

(b) Issued and outstanding (continued)

v)

The Company closed a brokered private placemer.tmillion units at a price of $1.80 per unit.cBauni
consisted of one common share and one half a conshare purchase warrant. Each whole warre
exercisable to purchase an additional common shatié March 31, 2007 at a price of $2.10 per st
Agent’'s fees amounted to 7.0% of gross proceeds, whielied $705,600, which was paid in cash.
Agents’legal and other costs totalling $56,000 were pgithe Company. The Company also paid $23,4!
a filing fee.

During the year ended August 31, 2005:

(vi)

(Vi)

(viii)

the Company issued 25,000 common shares in coonegith the acquisition of mineral properties daa
value of $28,000.

2,469,949 share purchase warrants were exercisqgudoeeds of $2,272,462 and 903,000 stock optiers
exercised for proceeds of $508,850.

the Company closed brokered private placementsgfoss proceeds of $6,259,900 on April 14, 2
Proceeds of $259,901 were from the sale of 173f@&7-through shares at $1.50 per share and $6,00
was from the sale of 5,000,000 non-flow-throughtsiat $1.20 per unit. Each non-fldwough unit consiste
of one common share and ohelf of one common share purchase warrant. Eactiewharrant is exercisat
to purchase an additional common share until Octdde 2006 at a price of $1.50 per share. Agefeake:
amounted to 7.0% of gross proceeds, which tot&l2B,193, which was paid in cash. The Agelggal an
other costs totalling $24,229 were paid by the Camyp The Company paid $47,000 to its lawyers fgal
costs relating to the private placement, $20,00@démsulting services, and $29,500 as a filing Téee Agent
also received 517,327 compensation options exdleisato common shares of the Company at a pri
$1.50 per share until October 14, 2006.

During the year ended August 31, 2004:

(ix)

x)

(xi)

The Company issued 10,909 common shares in coonewith the acquisition of mineral properties dti
value of $3,600.

1,747,032 share purchase warrants were exercisgudoeeds of $1,428,407 and 132,000 stock optimaTs
exercised for proceeds of $59,200.

the Company completed a private placement for tptalceeds of $2,040,000 through the issuanc
2,400,000 units at a price of $0.85 per unit. Each consisted of one common share and loalé-of one
common share purchase warrant. Each whole wagaxdrcisable into one common share of the Comat
a price of $1.10 until October 31, 2004.
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Platinum Group Metals Ltd.

(An exploration stage company)

Notes to the consolidated financial statem:
August 31, 2006 and 2005

8. SHARE CAPITAL (Continued)
(b) Issued and outstanding (continued)

(xii) the Company closed brokered private placementgrfiss proceeds of $2,721,555 on July 14, 2004.ect
of $1,267,200 were from the sale of 1,056,000 ftbwough shares at $1.20 per share and $1,454,3§
from the sale of 1,385,100 non-flow-through unit$.05 per unit. Each non-flottwough unit consisted
one common share and ohal of one common share purchase warrant. Eachewharrant is exercisable
purchase an additional common share until Janudry2@06 at a price of $1.35 per share. Agerite:
amounted to 8.0% of gross proceeds. Of this am®L®8,842 was paid in cash and $26,362 was paiddy
of 25,107 non-flow-through units of the offeringtae issue price of $1.05 per unit. The Agetdgial an:
other costs totalling $42,535 were paid by the Camyp The Company paid $36,409 in legal costs rejati
the private placement. The Agents also received 1241 compensation options exercisable into con
shares of the Company at a price of $1.20 per shaieJuly 14, 2005.

(c) Incentive stock options

The Company has entered into Incentive Stock OpfAgneements (“Agreements'yvith directors, officers ar
employees. Under the terms of the Agreements, tbecise price of each option is set at the faiugadf the commc
shares at the date of grant. Stock options grattteemployees of the ComparySouth African subsidiary vest
average at an amount of 25% per six month periddlewstock options granted to other employees,ctiirs ani
officers are subject to a four month hold period.

The following tables summarize the Company’s ouidirag stock options:
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Platinum Group Metals Ltd.
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Notes to the consolidated financial statem:
August 31, 2006 and 2005

Weighted

Average

Numbe Exercise

of Share Price

Options outstanding at August 31, 2003 2,267,001 0.53
Granted 590,00( 1.04
Exercised (132,000 0.45
Cancelled (300,001 0.60
Options outstanding at August 31, 2004 2,425,001 0.65
Granted 2,046,00! 1.02
Exercised (903,000 0.56
Cancelled (155,000 1.05
Options outstanding at August 31, 2005 3,413,001 0.88
Granted 220,00( 1.79
Exercised (164,500 0.72
Cancelled (183,129 0.97
Options outstanding at August 31, 2006 3,285,370 $ 0.94
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Notes to the consolidated financial statem:
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8.

SHARE CAPITAL (Continued)

()

Incentive stock option agreement (continued)

(i)

Number Average Number
Outstanding at Remaining  Exercisable at
Exercise August 31, Contractual August 31,
Price 2006 Life (Years) 2006
$ 0.35 335,000 0.52 335,000
0.50 295,000 1.75 295,000
0.55 30,000 0.52 30,000
0.70 132,000 2.05 132,000
0.75 75,000 0.87 75,000
1.00 1,635,375 3.47 1,590,375
1.05 50,000 3.92 50,000
1.10 332,500 3.28 332,500
1.15 90,000 3.99 90,000
1.18 50,000 3.21 50,000
1.44 50,000 2.28 50,000
1.45 15,000 4.40 15,000
1.50 20,500 4.36 20,500
1.85 115,000 4.80 -
1.92 60,000 4.84 -
3,285,375 2.93 3,065,375

During the year ended August 31, 2006 the Compaiaytgd 220,000 stock options to employees.
Company has recorded $110,176 of compensation egpelfating to stock options granted in this year.

The following weighted average assumptions werd irs@aluing stock options granted during the year:

Aug. 31, 200
Risk-free interest rate 4.2¢
Expected life of options 3.5C
Annualized volatility 85.21
Dividend rate 0.0%
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8. SHARE CAPITAL (Continued)

(i) During the year ended August 31, 2005 the Compaantgd 2,046,000 stock options to directors, offi
employees and consultants, (30,000 of which werealled during the same period). The Company
recorded $1,283,289 of compensation expense rglatirstock options granted during the year. Theksto
based compensation expense was determined usirigjableScholes option pricing model and the follown
weighted average assumptions:

August 31, 200

Risk-free interest rate 2.9
Expected life of options 3.5C
Annualized volatility 94%
Dividend rate 0.0(%

(iii) During the year ended August 31, 2004, the Compgagted 75,000 stock options to consultants ang08I
stock options to employees. The Company recordedpeasation expense of $92,881 relating to the
options granted to consultants. No compensatiperse was recorded for those granted to employdexe

2.(F)
(d) Share purchase warrants

Weighted
Average
Number o Exercise
Warrant: Price
Balance at August 31, 2003 3,016,98 % 0.79
Issued to private placement placees (Note 7 (baux) (xi)) 1,892,555 1.19
Issued to agents on brokered financing (Note 7x(p) 253,66: 1.21
Exercised and converted to common shares (1,747,03) 0.82
Balance at August 31, 2004 3,416,16: 1.03
Issued to private placement placees (Note 7 (B) (vi 2,500,001 1.50
Issued to agents on brokered financing (Note 1D) 517,32 1.50
Expired during the period (241,110 1.20
Exercised and converted to common shares (2,469,94) 0.92
Balance at August 31, 2005 3,722,43I $ 1.47
Issued to private placement placees (Note 7 (pjWiand v)) 4,750,001 1.96
Expired during the period (150,001 1.35
Exercised and converted to common shares (843,04) 1.40
Balance at August 31, 2006 7,479,38. $ 1.79

Warrant expiry dates: October 14, 2006 2,729,38: $1.5C

March 31, 2007 2,800,00( 2.10

April 13, 2007 747,00( 1.75

April 14, 2007 203,00¢( 1.75

April 21, 2007 150,00¢( 1.75

March 6, 2008 850,00( 1.75
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9.

CONTRIBUTED SURPLUS

The following table summarizes the Company’s Couotied Surplus:

10.

Contributed
Surplus
Balance at August 31, 2004 $134,932
Retroactive accounting change for stock options 318,000
Stock options granted during the year 1,283,28¢
Stock options exercised during the year (13,023
Balance at August 31, 2005 1,723,19€¢
Stock options granted during the year 110,176
Stock options exercised during the year (47,669
Balance at August 31, 2006 $1,785,70¢

RELATED PARTY TRANSACTIONS

Transactions with related parties are as follows:

(@)

(b)

Management, salary and consulting fees of $3®@4(2005 - $278,401, 2004 249,253) were incurred with direct
during the year. At August 31, 2006, $7,600 watuighed in accounts payable (2005 - $Nil).

The Company received $135,340 (2005 - $134, 2904 - 452,353) during the year from MAG Silver Cc
(“MAG”), a company with certain common directors and a commiicer, under the terms of a 2003 ser
agreement for administrative services. Accounteiv@ble at the end of the year include an amoti$36,738 du
from MAG.

(©) During the period the Company accrued or rembpayments of $27,300 (2005 - $39,000, 200K!iH) $rom
Sydney Resource Corporation, a company with cecammon directors and a common officer, for adntiatsse
services. Subsequent to year end SYR was reoeghaizd named West Timmins Mining Inc. (“WTMThe amour
received was net of a credit adjustment of $19j60@cognition of WTMS relative inactivity in the first three quart
of calendar 2005. Accounts receivable at the drnideoyear include an amount of $15,349 due fromNWVT

These transactions are in the normal course ohbsasiand are measured at the exchange amount, isttloh consideratic
established and agreed to by the noted parties.
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11.

12.

INCOME TAXES

The provision for income taxes reported differsnfrethe amounts computed by applying statutory Camadiéderal ar
provincial tax rates to the loss before tax prarisilue to the following:

200¢ 200¢
Statutory tax rates 36% 36%
Recovery of income taxes computed at statutongrate $ 1,391,80; $ 1,657,42
Effect of lower tax rates in foreign jurisdictions (55,93 (34,70)
Tax losses not recognized in the period that the
benefit arose (1,335,871 (829,719
Future income tax recovery $ - $ 793,00(

The approximate tax effect of the temporary diffexes that gives rise to the Companitture income tax assets and liab
are as follows:

200¢ 200¢

Future income tax assets
Operating loss carryforwards $ 2,834,399 $ 2,599,98
Fixed assets 34,14: 12,87¢
Mineral properties 783,87! 72,99
Share issuance costs 386,48 287,57
Valuation allowance on future income tax assets (4,038,89) (2,973,42)
$ - $ -

The Company has Canadian nwapital loss carryforwards available to offset fetuaxable income in the amount
approximately $7.2 million, which expire at variodastes from 2006 to 2026.

The Company has South African noapital loss carryforwards available to offset fetuaxable income in the amount
approximately $1.5 million, which do not expirepgect to business continuity.

CONTINGENCIES AND COMMITMENTS

The Companys minimum payments under its office and equipmeasé agreements, which it has entered into foyehe:
ending on August 31, as well as its South Africansédiary commitments, are as follows as at Auguast2006.

2007 149,372
2008 84,101
2009 92,730
2010 51,620

$ 377,823
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13. SUPPLEMENTARY CASH FLOW INFORMATION

(@) Net change in non-cash working capital
Year endec Year ende Year ende
August 31 August 31 August 31
200¢ 200t 200¢
Amounts receivable $ (50,939 $ (102,92) $ (164,729
Prepaid expenses and other (10,579 (36,679 7,91¢
Accounts payable 184,81 (280,359 490,34°
$ 123,31  $ (419,95) $ 333,54:

(b) Cash and cash equivalents

Cash and cash equivalents consist of the following:

Aug. 31, 2006 Aug. 31, 2005 Aug. 31, 2004

Cash $ 1,666,801 $ 693,661 $ 273,176
Short-term deposits 8,400,000 2,056,800 2,150,000
$ 10,066,801 $ 2,750,461 $ 2,423,176

14. SEGMENTED INFORMATION

The Company operates in one operating segmentb#iag exploration on mineral properties. Investtrianoint ventures
fixed assets, capitalized costs for mineral rigind deferred exploration relate to properties téias follows:

August 31, August 31,
2006 2005

Canada
South Africa

$ 2,872,433 $ 3,717,075
14,028,702 8,563,582

$ 16,901,135 $ 12,280,657
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15.

DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENE RALLY ACCEPTED ACCOUNTING

PRINCIPLES

These consolidated financial statements have beepaped in accordance with Canadian GAAP, whicliedifin certai
respects from US GAAP. The material differencesvben Canadian and US GAAP affecting the Compamypnsolidate

financial statements are summarized as follows:

Consolidated Balance Sheet

200¢ 200t
Total assets under Canadian GAAP 27,664,44 $ 15,705,18
Decrease in mineral properties due to expensing
of exploration costs (a) (4,602,02) (4,960,97)
Decrease due to lower equity interest in WBJV (b) (9,044,29)) (3,965,09)
Marketable securities (e) 354,00( 20,62¢
Total assets under US GAAP 14,372,12 $ 6,799,74.
Total liabilities under Canadian GAAP 2,149,15. $ 2,026,13
Liability relating to issuance of flow-through skar(c) 24,75¢ 30,26¢
2,173,911, 2,056,39!
Shareholders' equity under Canadian GAAP 25,515,28 13,679,05
Cumulative mineral properties adjustment (a), (c) (4,602,02) (4,960,971
Cumulative equity adjustment for WBJV (b) (9,590,17)) (3,965,09)
Liability recorded upon issuance of flow-througlasts (c) (24,759 (30,269
Cumulative translation adjustment (b) 545,88( -
Marketable securities (e) 354,00( 20,62t
Shareholders' equity under US GAAP 12,198,21 4,743,34
Total liabilities and shareholders' equity under GSAP 14,372,12 $ 6,799,74.
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15. DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENE RALLY ACCEPTED ACCOUNTING

PRINCIPLES

Consolidated Statement of Loss and Deficit

Cumulative
from
March 16
Year endec Year ende Year ende 200(to
August 31 August 31 August 31 August 31
200¢ 200t 200/ 200¢
Net loss under Canadian GA/ (3,853,27) (3,795,64) $ (2,242,62) (13,664,80)
Mineral property costs
written off (a) 1,174,32! 974,29: 1,044,54; 5,099,74i
Acquisition costs included
in write off (a) (339,339 (494,66() (450,21) (2,099,83)
Adjustment for equity loss on WBJV (b) (4,998,44) (3,023,12) - (8,021,57)
Mineral property exploration
expenditures (a) (476,03) (2,286,73) (2,711,41) (8,543,901
Future income taxes (c) 5,50¢ (660,579 (190,249 (1,138,09)
Consulting (d) - - - (287,25()
Variable Stock based compensation (d) (50,200 37,80( (125,510 (175,200
Stock based compensation for
employees and directors (d) - 1,136,05 - 1,136,05'
Write-down of "available for
sale" securities (e) - - - 18,45(
Net loss under US GAA (8,537,461 (8,112,59) $ (4,675,461 (27,676,40)
Basic loss per share
under US GAAP (0.18) (0.2)) $ (0.1%)
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15.

DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENE RALLY ACCEPTED ACCOUNTING
PRINCIPLES

Consolidated Statement of Cash Flows

Cumulative
from
March 16
Year endec Year ende Year ende 2000 tc
August 31 August 31 August 31 August 31
200¢ 200t 200¢4 200¢
Operating activities
Operating activities under
Canadian GAAP $ (2,356,26) $ (2,591,90) $ (1,179,12) $ (8,426,39)
Deferred exploration (a) (4,979,91) (4,219,62) (2,711,41) (14,846,89)
Operating activities
under US GAAP $ (7,336,17) $ (6,811,53) $ (3,890,53) $ (23,273,29)
Financing activity
Financing activities under
Canadian and US GAAP $ 16,195,03 $ 8,468,891 $ 5,981,39 § 37,951,35
Investing activities
Investing activities under
Canadian GAAP $ (6,522,43) $ (5,549,70) $ (3,373,74) $ (19,458,16)
Deferred exploration (a) 4,979,91! 4,219,62 2,711,41 14,846,89
Investing activities
under US GAAP $ (1,542,51) $ (1,330,08) $ (662,33) $ (4,611,26)

(@)

(b)

Exploration expenses

Canadian GAAP allows exploration costs to be céipéd during the search for a commercially minediney of or
if the Company considers such costs to have theactaistics of capital assets. Under US GAAP,lagpior
expenditures on mineral property costs can onlgdferred subsequent to the establishment of mirésgrves. F
US GAAP purposes the Company has expensed exploratipenditures in the period incurred. Duringytbar ende
August 31, 2006 and 2005 the Company incurred $4499 and $3,023,125 respectively in exploratiopeexditure
on behalf of the WBJV and recorded a share of gdodts from the WBJV of a corresponding amount éNth.b). Th
Company believes that these cash expenditures Uddr GAAP are also more appropriately classifisdcasl
operating activities as they were funded by the @amy in the respective periods.

Investment in WBJV

Under Canadian and U.S. GAAP the Company accouwntshfs investment using the equity method. Undes.
GAAP the equity loss from the investment is higler WBJV expenses exploration expenses under U.\FK
whereas under Canadian GAAP these expendituresprlized in WBJV.
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()

(d)

Flow-through shares

Under Canadian GAAP, flowhrough shares are recorded at their face valuepheslated issuance costs. W
eligible expenditures are made, the carrying valfiehese expenditures may exceed their tax value tduth
renunciation of the tax benefit by the Company.e Tax effect of this temporary difference is reemfdhs a cost

issuing the shares.

The Financial Accounting Standards Board (“FASBfshas taken the view that under SFAS No. 18&;ounting
for Income Taxes the proceeds from issuance should be allocatedelba the offering of shares and the sale o
benefits. The allocation is made based on therdiffce between the quoted price of the existingestend the amot
the investor pays for the shares. A liabilityesagnized for this difference. The liability isrezsed when tax benet
are renounced and a deferred tax liability is recoed at that time. Income tax expense is theedifice between t
amount of deferred tax liability and the liabilitycognized on issuance.

Furthermore, under US GAAP, the amounts receivealtih the issuance of flottwough shares and not yet exper
on the related mineral exploration costs are seéggralassified as restricted cash. Such amounexpended
August 31, 2006 and 2005 totalled approximately3$220 and $150,917, respectively.

Accounting for stock-based compensation

On September 1, 2005, the Company adopted StaterhEmancial Accounting Standards No. 123 (revi2gé@4),
“Share-Based Payment” (SFAS 123 (R)), which requihe recognition of compensation expense forraltes-based
payment awards. SFAS 123 (R) requires the Compmmeisure the cost of services received in exchizmmgan
award of equity instruments based on the grantfdétealue of the award. The cost of such awarllvé recognized
over the period during which services are provitheeixchange for the award, generally the vestirrgpde The
Company adopted SFAS 123 (R) using the modifiedgeotive transition method. Under this method, camspation
expense recognition provisions are applicable @ awards and to any awards modified, repurchasedrmelled afte
the adoption date. Additionally, for any unvestedieds outstanding at the adoption date, compemsetist is
recognized over the remaining service period. Fonfes are estimated at the time of grant and eelvig necessary, in
subsequent periods if actual forfeitures diffenfrthose estimates. Prior periods are not restatecbimparative

purposes.

During the year ended August 31, 2006, the Compeoggnized $110,176 in stock-based compensatioansepor
$0.01 per share.
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(d)

Accounting for stock-based compensation (continued)

The following weighted average assumptions werd irs@aluing stock options granted during the year:

Aug. 31, 200
Risk-free interest rate 4.2¢
Expected life of options 3.5C
Annualized volatility 85.21
Dividend rate 0.0(%

Prior to the adoption of SFAS 123 (R), the Compeaegognized stockased compensation using the intrinsic v
method prescribed by Accounting Principles Boardn@pm No. 25 (APB 25) Accounting for Stock Issued
Employees” and applied the disclosure provisionSEAS 123, “Accounting for Stock-Based Compensétamif the
Company had applied the fair value method to méagstock-based compensation expense. If the Compan
accounted for stockased compensation in accordance with the fairevalathod as prescribed by SFAS 123, nel

per share for the years ended August 31, 2005 @dd ®ould have been:

Year ende Year ende

August 31 August 31

200¢ 200¢

Net loss, as originally reporte $ (8,112,59) $ (4,675,46)

Adjustments:

Additional stock-based employee compensation expens

under fair value based method for all awards (1,136,05) (250,000

Net loss, adjuste $ (9,248,64) $ (4,925,46)

Basic and diluted net income per share, as reported $ (021) 8 (0.19)

Basic and diluted net loss per share, adjusted $ (023 $ (0.1€)

FASB Interpretation 44 states that when fixed stopkon awards to employees and directors are neatlithe stoc

options must be accounted for as variable fromdéie of modification to the date the stock optians exercise
forfeited or expire unexercised.

Consequently, 65,000 stock options issued to enagl®yand directors that were repriced on March 62 20e no\
considered to be variable and any increase in thiken price over the reduced exercise price musebegnized ¢
compensation cost. As at August 31, 2006, the etgrkice of the Company’common shares was $1.80 per s
(2005 - $1.15) resulting in compensation (recoverpense of $50,200 (2005 - $(37,800); 2004 - E1TH),
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()

(f)

(9)

Comprehensive income

In June 1997, the Financial Accounting Standardar@assued SFAS No. 13&eporting Comprehensive Income
which requires that an enterprise report, by meg@nponents and as a single total, the change mettsissets durii
the period from non-owner sources. The impactFAS No. 130 on the Comparg/financial statements is as folloy

Year endec Year ende Year ende
August 31 August 31 August 31
200¢ 200t 2004
Net loss under US GAA $ (8,537,46) $ (8,112,59) $ (4,675,46)
Other comprehensive income:
Unrealized gain (loss) on
marketable securities 333,37 (289,001 243,62!
Translation adjustment (112,50) - -
Other - - (87,999
Comprehensive net loss
under US GAAP $ (8,316,58) $ (8,401,59) $ (4,519,84)
Comprehensive loss per share $ (0.1 $ (021) $ (0.14)

Accounting for derivative instruments and hedgiotvéies

In June 1998, the FASB issued SFAS No. 183;ounting for Derivative Instruments and Hedgingivities, whict
standardizes the accounting for derivative instmisie SFAS No. 133 is effective for all fiscal gigas of all fisce
years beginning after June 15, 1999. The Compamgs dhot engage in hedging activities or invest énivétive
instruments. Therefore, adoption of SFAS No. 188 o significant financial impact.

Recent accounting pronouncements

In March 2004, the Emerging Issues Task Force (FE)Tssued EITF 04-3Mining Assets: Impairment and Busin
Combinations EITF 043 requires mining companies to consider cash flelated to the economic value of min
assets (including mineral properties and rightgphe those assets proven and probable reservesllegs anticipate
market price fluctuations, when assigning valueibusiness combination in accordance with SFAS dtl whe|
testing the mining assets for impairment in accocgawith SFAS 144. The consensus is effectivefigmal period
beginning after March 31, 2004. The adoption of EEOB-3 did not have a material impact on the Comjmfinancia
position, results of operations or cash flows.
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(9)

Recent accounting pronouncements (continued)

On March 30, 2005, the FASB ratified the conserfubhe Emerging Issues Task Force (“EITEf)the FASB Issu
04-6 that stripping costs incurred during the prodarctiphase of a mine are variable production costs should b
included in the costs of the inventory producedrduthe period that the stripping costs are inairréhis consens
is effective for the first reporting period in falcyears beginning after December 15, 2005, withyeadoptior
permitted. The consensus can be adopted eithespgctvely through a cumulativeffect adjustment
retrospectively by restating prior period finangthtements. The Company will apply this consemsugs results «
operations, financial position and cash flows il ahen commercial production commences.

In September 2005, the EITF reached a consensulssole No. 04-13Accounting for Purchases and Sale:
Inventory with the Same CounterpaifigITF 04-13). The EITF concluded that entities that entdo imventon
purchase and sales transactions with the same erpanty, in contemplation of one another, shouldhloime th
transactions and treat them as moonetary exchanges involving inventory. The conssnis effective for ne
inventory arrangements entered into, or modificetior renewals of existing inventory arrangememtsuging, ir
interim or annual reporting periods beginning alté&rch 15, 2006. The adoption of EITF @3-did not have ar
impact on the Company'’s operating results or fingrmositions.

In February 2006, the FASB issued Statement of réiiad Accounting Standard No. 15Bccounting for Certai
Hybrid Financial Instrument(SFAS 155), an amendment of SFAS 140 and SFAS $BAS 155 permits ti
Company to elect to measure any hybrid financiatriiment at fair value (with changes in fair vaheeognized i
earnings) if the hybrid instrument contains an edadleel derivative that would otherwise be requirethadbifurcate
and accounted for separately under SFAS 133. Td®i@h to measure the hybrid instrument at faiugab made ¢
an instrument-bynstrument basis and is irreversible. This Statanvdh be effective for all instruments acquir
issued, or subject to a remeasurement event ooguafier the beginning of the Compasyirst fiscal year that begi
after September 15, 2006. The Company expectshbaadoption of SFAS 155 will have no impact onoperatin
results or financial position.

In June 2006, the FASB issued Interpretation Ng.“A8counting for Uncertainty in Income TaxesFIN 48). This
interpretation clarifies the recognition threshaltd measurement of a tax position taken on a taxmeand require
expanded disclosure with respect to the uncertaimiycome taxes. FIN 48 is effective for fiscabys beginning aft:
December 15, 2006. The Company is currently evimlgdahe impact that adoption of FIN 48 will have itsfinancia
condition or results of operations.
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(9)

Recent accounting pronouncements (continued)

In September 2006, the FASB issued Statement ofn€ial Accounting Standards No. 157Fair Value
Measurements”SFAS 157). This statement defines fair value, distads guidelines for measuring fair value
expands disclosures regarding fair value measursm8RAS 157 does not require any new fair valuasuemen
but rather eliminates inconsistencies in guidaramendl in various prior accounting pronouncementfAS 157 i
effective for fiscal years beginning after NovembBr 2007. The Company expects that adoption of SEB7 will no
have a material effect on its financial conditiorr@sults of operation.

In September 2006, the FASB issued Statement @nEial Accounting Standards No. 158, “Emplogeccounting
for Defined Benefit Pension and Other Postretirenidans -an amendment of FASB Statement No. 87, 88, 10
132R” (SFAS 158). This Statement requires an employegdognize in its statement of financial positioreaset of
plan’s over funded status or a liability for a pannder funded status, measure a passets and its obligations
determine its funded status as of the end of thel@rar’s fiscal year (with limited exceptions), and recagrchange
in the funded status of a defined benefit poseeignt plan in the year in which the changes octhe Compan
expects that adoption of SFAS 158 will have no iotmen its financial condition or results of opeoats.

In September 2006, the Securities and Exchange Gssiun (SEC) issued Staff Accounting Bulletin N@81(SAE
108). SAB 108 provides guidance on the consideraifathe effects of prior year misstatements inngifi@ng curren
year misstatements for the purpose of a materiaigessment. SAB 108 permits existing public conegato recor
the cumulative effect of initially applying this gmach in the fiscal year ending after November2®)6 by recordin
necessary correcting adjustments to the carryihgeseof assets and liabilities as of the beginmhthat year with th
offsetting adjustment recorded to the opening lmdaof retained earnings. The Company expectsatiaption o
SAB 108 will not have a material impact on its fic&l condition and results of operations.

SUBSEQUENT EVENTS

Subsequent to August 31, 2006, 2,515,069 commamresheere issued pursuant to the exercise of 2,983yhArrants i
a price of $1.50 per share, 50,000 stock optiors jatice of $1.10 per share, and 31,875 stock optad a price «
$1.00 per share, for aggregate proceeds of $3,636,6

There are other subsequent events disclosed elsgiwhihe notes to the consolidated financial statets.
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